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when you need... 


e Stock transfer and dividend disbursing agent 

¢ Registrar or co-registrar 

¢ Bond and coupon paying agent 

e Depositary under syndicate and reorganization agreements 
¢ Custodian of securities 

e Agent for the handling of securities 


Write, use the Bank Wire or phone FRanklin 2-7400 
for complete information. No obligation. 
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"My Clients Get Investment Facts and Advice from GUARANTY” 


This attorney is one of many whose clients maintain 
Investment Service Accounts at Guaranty. Attorneys 
know, because of the confidence clients place in them, 
it is vital that they recommend only those organizations 
which can furnish investment advice based on knowledge 
and judgment. 

The continuing research and supervisory facilities of 
Guaranty’s Investment Department, together with our 
recommendations with respect to purchases and sales, are 
available through our Investment Service. The attorney 
knows that his client will benefit from the independent 
and painstaking research of our Statistical Division, 
which analyzes a company in regard to such factors as: 


GUARANTY 


TRUST COMPANY OF NEW YORK 


Capital Funds in excess of $400,000,000 


140 BROADWAY 

FIFTH AVENUE AT 44th ST. 
MADISON AVENUE AT 6Oth ST. 
40 ROCKEFELLER PLAZA 
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« Changes in financial situation. 
« Earnings over the years. 


¢ Probable future impact on earnings of taxes or other 
factors. 


« Relative standing in the industry as a whole. 

« Growth potential. 

¢ Market action in good times and bad. 

« Present and estimated future consumer demand. 


* Most important, the resourcefulness and ability of 
management. 


An Investment Service Account can be opened under a 
simple form of agreement which can be terminated at any 
time. The security owner retains ownership and control, 
and may direct holding or purchasing securities of his 
choice. 


If you would like to know more about the advantages 
of this service—for your clients or for your own personal 
investment program—one of our Personal Trust Depart- 
ment officers will be happy to talk with you. 
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All 


Visitors 
Ashore! 


It's time for the last “Bon Voyage.” The happily excited travelers, 
an out-of-town couple, are off fora long anticipated, leisurely tour of 
Europe. While they are away, they will continue to be secure in the 
knowledge that their investments will be wisely managed. 

Like many other prudent investors, they have found our Invest- 
ment Advisory Service by far the most satisfactory method of handling 
their portfolio. (As a matter of pleasant, but not necessarily vital, fact 
Mr. Leo Denlea one of our Trust Company executives, is seeing 
them off.) 

We can't, of course, guarantee any grand tours, but if you would 
like to know more about our complete, continuing personal investment 
management, write for a free copy of “How TO GET THE MOST OUT OF 
YOUR INVESTMENTS. 





Paul Radkai 


The FIRST 
NATIONAL CITY BANK 
of New York 


Investment Advisory Service is 


Administered by our Affiliate: 
CITY BANK FARMERS TRUST COMPANY 
22 William Street, New York 5 


Member Federal Deposit Insurance Corporation 
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Cover Picture . . . Three of the seven locks 
at Thorold, Ont., at the northern end of the 
Welland Ship Canal. This is the largest 
artificial channel on the St. Lawrence 
waterway system between Montreal and the 
foot of Lake Superior. Its locks, constructed 
to give a depth of 30 feet of water over 
the sills, overcame the difference in level 
represented by Niagara Falls and the rapids 
of the Niagara River. Canal reaches be- 
tween the locks presently allow passage of 
vessels drawing up to 23.5 feet ...A 
$57,000,000 programme of capital works 
for Montreal Harbour has been approved 
by the Government and some of the work 
is already completed. Need for the new 
facilities arose partly in connection with the 
transportation of grain expected with com- 
pletion of the St. Lawrence Seaway. 


Photo frem Photographic Survey Corp. Ltd. 
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it’s CANADA. 
PERMANENT 
for Ancillary Services 


With twelve offices from 
coast to coast we offer 
complete personal and 
corporate trust services to 
you and your clients. 


CANADA PERMANENT 
‘TRUST COMPANY 


HEAD OFFICE 
320 Bay Street, Toronto 


Tue 

















: BRANCHES: 
Halifax Saint John Montreal 
Toronto Hamilton Brantford 
Woodstock Winnipeg Regina 
Edmonton Vancouver Victoria 
























A 
Canada -Wide 


Trust Service 





A staff fully experienced in 
ancillary administration is at 
your service. 


With offices and agencies 
across Canada we provide 
quick action based on a 


thorough knowledge of local 
conditions. 


GUARANTY 
TRUST 


Company of Canada 


Head Office — Toronto, Ontario 










Montreal Ottawa Windsor 
Niagara Falls Sudbury 
Sault Ste. Marie Fort William 

Port Arthur Calgary. Vancouver 


AGENCIES: 


Halifax Fredericton North Bay 
Winnipeg Regina 
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how to get relief from it! \ 














You're a lawyer—not a bookkeeper! Yet at times 
you're asked to assume responsibility for the de- 
tails of security custody and management for a 
valued client. 


Under such circumstances, many attorneys have 
found an Agency account at The First a great 
time and money saver. You get safe custody, auto- 
matic routine collections, income tax summaries 
and complete and understandable records for a 


The First National Bank of Chicago | 


moderate fee which is normally income tax 


deductible. 3 


In addition, if you like, you can also obtain 








continuing investment advice on your client’s 
holdings—through a Supervised Agency Account. 
It’s a double-check on your judgment. 


Why not get in touch with us today? 


The Trust Department 


Dearborn, Monroe & Clark Streets * Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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TRUSTEE-CORPORATION 
INVESTMENT SEMINARS 


“With a few exceptions .. . trustees are not per- 
mitted to invest trust funds in the stock of private 
corporations. And even where an exception is 
made, the trustee may not invest too large a por- 
tion of the estate in such security.” 


That is the introduciory paragraph to the 
Short section on Corporate Stocks in the 
1927 edition of "Trust Investments," then 
authoritative guide for trustees compiled 
by Frank McKinney. 
Massachusetts had its "Prudent Man" 

Rule, which was followed in a handful of 
other states, but few common stocks were 


-inhabitants of trust portfolios thirty 


years ago. Today's portfolio, except for 
specific cause, is more than likely to 

have around 50% in equities, with common 
trust funds, now aggregating some $2 bil- 


lion, averaging about 48% in common 
| Stocks. 


ne eee 


It is obviously impracticable for even 


| the largest institutional investors to 


keep currently posted on all qualified 


| | securities among the thousands listed, yet 
_ they do not wish to overlook items of 


Special promise. In the belief that the 
trustee's job is primarily that of finding 
the managerial "trustees" or corporation 
managements who can put fiduciary funds to 
the most productive employment, the edi- 


tors of Trusts and Estates feel that a new 
method of bringing them together should 

be developed. AS a result, we held last 
month (as reported at p. 575) the first 

of a series of Investment Seminars with 
representatives of selected corporations 
invited to a luncheon "quiz session" with 
trust investment officers. 

Just aS many names on the "favorite 
fifty" lists of today are "newcomers" of 
recent years, So will many of the 
"Smaller" companies now be tomorrow's 
leaders, meantime offering attractive 
growth prospects and yields. In choosing 
the corporation guest’ for these meetings, 
we have in mind newcomers to the Common 
Trust Fund portfolios and less well-known 
companies which both promise timely in- 
terest in their own affairs and open the 
door to discussion of an industry or field 
of particular interest to investors. Also, 
companies with head offices in off-the- 
main-track towns may be somewhat neglected 
because of the difficulty of personal 
calls by investors, so it is hoped to 
bring officials of some of these to future 
Seminars. 

Attendance is limited to round-table 
Size to insure closer personal acquain- 
tance and pointed discussion. Plans are 
being made to rotate attendance of trust 
investment officers so as to allow those 
from other parts of the country to par- 
ticipate when they are in New York City. 








CANADA HAS TAKEN THE LEAD CN THIS CO? - 
TINENT in granting income tax exemption 
for self-employed pension plans. Follow- 
ing the example set last year in England, 
the Dominion permits a deduction, up to 
the larger of $2,500 or 10% of the irdi- 
vidual's earned income, for contributions 
to @ registered retirement savings plan. 
Details of the possible methods of funding 


and the potential market for trust ser- 
vices are discussed at p. 551. 
--» ESTATES, TRUSTS and AGENCY FUNDS in 
Caneiian trust companies passed the $5 
} Dillion mark for the first time during the 
7) 2aS. year, it was revealed at the recent 
JuNt 1957 


annual meeting of THE TRUST COMPANIES AS- 
SOCIATION OF CANADA (reported at p. 537) 
-.--Another development cited by retiring 
President D. G. Grant is the new Nova 
Scotia law permitting trustees to invest 
in certain preferred and common stocks. 
Hope was expressed that this first step 
toward the "prudent man rule" in Canada 
would be emulated by other Provinces.... 
A. Rov Courtice was elected Presicent. 
.---RECENT CHANGES IN DOMINION SUCCESSICN 
DUTIES are highlighted in a study (p. £58) 
of the effect of such taxes on estates 
of U. S. residents. As to deaths occurring 
after March 31, 1957, a 50% reduction of 
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Dominion Duty will be allowed on property 
on which provincial duties have been paid. 
The other important amendment permits de- 
duction of the value of bequests to chari- 
table organizations in Canada in computing 
the aggregate net value of the estate on 
which Duty is levied. Heretofore, the rate 
applicable to the taxable dispositions was 
determined on the basis of the size of the 
estate inclusive of the exempt gift. 


PAYMENT OF PREMIUMS AS TEST FOR ESTATE 
TAXATION of life insurance proceeds would 
be restored in part under a proposal voted 
by the’ House Ways and Means Committee. 
Representing a compromise of the effort to 
restore the premium payment test elim- 
inated by the 1954 Code, the suggested 
change would make insurance purchased 
within five years of the insured's death 
includible in his estate if he continued 
to pay the premiums even though he had sur- 
rendered all incidents of ownership in the 
policy. If adopted, the rule would apply 
to insurance purchased after May 1, 1957. 


FAIR FEES OR FEE FREEZE? — Three inter- 
esting solutions to unprofitable opera- 
tions have been noted in recent talks with 
trustmen. Investment portfolios of corre- 
Spondent banks are often handled in the 
trust department, free of charge but not 
free from criticism at year-end if net is 
too low. Answer is to charge the bank if, 
as it should, it allocates overhead as well 
as salaries to the trust department.... 

It is hard to set pension trust fees at a 
fair profit margin. One trust company has 
had most successful experience with sug- 
gestion that fees be decided at end of 
first year when both can see what ser- 
vices were provided. Obviously the trustee 
is not going to price itself out of the 
market, but anyone who tries chiselling 
below fair return is hardly a valuable 
customer.....The same idea has been ap- 
plied by another bank, with almost unan- 
imous acceptance, to splitting of co-fidu- 
ciary fees; decision of proportion is left 
until the year's work has been observed 
and appraised....In estate planning or 
trust creation, too, the question of fees 
is not pertinent until the requrements can 
be estimated. "Don't talk fees first" says 
the head of one of the most successful 
trust departments; that's as inane as ask- 
ing a doctor, before diagnosis, the cost 
of an operation. Trustwork can earn 
profits and respect of commercial manage- 
ment, but not by a mealy-mouth attitude on 
fees. 
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EXCESSES IN LABOR UNIONS, like excesses 
anywhere, have bred the toxin of popular 
revulsion, as in the case of the "5th 
Amendment" raiders of the health, welfare 
and pension funds built by contributions 
of union members for their own protection. 
The recent Congressional committee hear- 
ings have brought to light flagrant dis- 
regard of Trustee principles. In addition 
to the thousands misused by publicized un- 
ion bosses and aides, a new study by the 
Foundation on Employe Health, Medical Care 
and Welfare — cited by the Senate investi- 
gating committee — estimates that "many 
millions of dollars" have apparently fil- 
tered down the drain through lack of tech- 
nical knowledge of lay trustees regarding 
insurance and other protections of what 
Senator Douglas estimated to be some $40 
billion of funds under employee benefit 
plans. The I.L.G.W.U. has taken a forth- 
right lead in making public accounting for 
$190 million in its 134 funds, as an ex- 
ample for other unions who benefit from 
the tax-exempt status which should make 
such funds matters of public concern. Cor- 
porate fiduciaries — being under regular 
governmental and judicial surveillance — 
seem logical repositories for such funds 
and can certainly do an expert as well as 
impartial job of investment. 


"AS SOON AS CASH IS AVAILABLE' is a re- 
mark that had not been heard above an 
occasional whisper for a quarter of a cen- 
tury, until the recent closing of three 
Savings and loan associations in Chicago. 
Many newSpapers and even some business 
papers erroneously referred to these in- 
Stitutions as "Banks," which operate under 
quite different conditions. This recalls 
other days, however, when one after an- 
other of the multitudinous small "neigh- 
borhood" banks were calling for aid or 
being called on for payment. Yet the same 
restrictive anti-branch laws are still in 
effect in Illinois and some other states 
which do not allow branches even within 
the same city or county. Under today's 
suburban development and population trends 
this is an unrealistic and sophomoric 
Shackle, as it endangers the depositor 
and precludes many deserving borrowers. 
There are just not enough capable bankers 
being educated and trained and experi- 
enced in Banking to man the top management 
jobs. It takes 77 banks to accommodate 
Chicago's $10 plus billion of deposits; 
Greater New York's $47 billion total is 
handled by 110 banks (with 629 city 
branches). 
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How Glidden is growing with the 
rise in building materials sales! 


Through new and better products that help make home 
improvement and modernization easier and lower in 
cost, Glidden has become an integral, growing part of 


Manufacturers of rubber, plastics, paper, asphalt tile, 
protective coatings and numerous other products come 
to the Southern Chemical Division for ingredients 


me the expanding building materials industry. derived from the pine tree. 
in Goviieas dectvatives, devaaged by the Glidien There is a Glidden paint to beautify and protect every 
as a ‘ : ‘ surface inside or out. Stains and varnishes for furniture, 
~ Chemurgy Division, go into coatings for insulation board : ‘ , : 
gleaming enamels for appliances and kitchen cabinets 
as well as nearly all the washable wallpaper produced . 
{ aa ih idee pares di an —all are made by Glidden. 
4 7 " _ rs se 8 wenn ne ie rey So Glidden is growing with the rapidly expanding 
nee ways from indoor plywood to floor coverings and paint. needs of the building materials industry. And this is 
The Glidden Chemicals-Pigments-Metals Division is typical of the way Glidden grows — through helping 
a leading supplier of white and colored pigments to the improve products, develop new ones or reduce costs 
, makers of products such as plastics, oilcloth, wallboard, for the growth industries Glidden serves. The Glidden 
rs acoustical tile and even draperies and fabrics. Company, Cleveland 14, Ohio. 
ent 








CHEMURGY 


Soybean Derivatives; 
Crain Merchandising 


DURKEE FAMOUS FOODS 


For Food Processors; 
Restaurants; Consumers 


SOUTHERN CHEMICAL 


PAINT 


For Consumers; Product Finishes; 
Industrial Maintenance; All Surfaces 


CHEMICALS - PIGMENTS - METALS 


Pigments and Metal Powders 
for Industry 


Naval Stores; 
Terpene Chemicals; Resins 
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TRUST COMPANIES ASSOCIATION HOLDS ANNUAL MEETING 


WO HUNDRED AND THIRTY TRUST 
{ oniiva representatives attending 
the annual meeting of The Trust Com- 
panies Association of Canada at Toronto 
on April 25 heard retiring president 
D. G. Grant announce passage of legis- 
lation in Nova Scotia permitting trustees 
to invest in certain common and pre- 
ferred shares. Mr. Grant. who is gen- 
eral manager of The Nova Scotia Trust 
Co., Halifax, expressed the hope that 
this important amendment liberalizing 
fiduciary investment powers would be 
adopted in the other provinces. 

Citing the handicap of low fees no! 
only in relation to favorable earnings 
but in competing for competent person- 
nel, Mr. Grant indicated the Association 
would render a worthwhile function in 
conducting a cost analysis of certain 
services now performed by trust com- 
panies, irrespective of locality. 

The recent change in the Dominion 
Succession Duty Act, excluding from 
the “dutiable value” computation any 
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bequest to a charitable organization in 
Canada was applauded by the speaker 
but he reported no action on representa- 
tions made more than two years ago on 
other desirable amendments, including 
an increase from $50,000 to $75,000 in 
the exemption and making it a true ex- 
emption rather than an exclusion. 

Mr. Grant revealed that with the form- 
ation — effectuated or in progress — of 
four new regional sections of the Asso- 
ciation, the regional organizations pro- 
vided in will be 
completed, eight groups covering ten 


its new Constitution 





NEW HEADS OF TRUST ASSOCIATIONS 





A. Roy CouRTICE 
Canada 


H. G. SowarD 
Ontario 


provinces. He remarked that “In a day 
when there is more and more striving 
for power, the voluntary actions of the 
Ontario and Quebec Associations in re- 


linquishing certain autonomy” to the 


central parent body should not go un- F 


noticed. 


The institutional advertising program 


initiated under the prior administration 7 


was implemented during the year by the 
appointment, of a Publicity Commiitee 
under the chairmanship of W. H. Clark. ' 
assistant general manager, Canada Trus! 
Co.. Toronto, whose report at the Ex- 
ecutive Meeting last Fall resulted in an 
enlarged advertising program for 1957. 
A sub-committee under the leadership | 
of H. G. Soward, assistant general man- 
ager. Chartered Trust Co., Toronto. is 


giving attention to the preparation of | 


publicity releases, booklets and_ other 
material, as well as the establishment of 
a panel of speakers on trust subjects 
for business, social, fraternal, munici- 
pal and other bodies (turn to page 53°). 
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VOLUME OF ESTATE, TRUST & AGENCY 
CANADIAN 


ADMINISTERED BY 


As of December 31, 1955 and 1956 


MEMBERS OF TRUST COMPANIES ASSOCIATION 


Institution 


AchpiA: Teaver Co. 
ADMINISTRATION & TRUST Co. 
BRITISH CANADIAN TRUST Co. 
BRITISH MORTGAGE & TRUST Co. _ 
BROCKVILLE TRUST & SAVINGS Co. - 
CANADA PERMANENT TRUST Co. 
CANADA TRUST Co. : 
CENTRAL TRUST Co. OF CANADA _.. 
CHARTERED TRUST Co. 

CROWN TRUST Co. - 

EASTERN TRUST Co. ___. 
EQUITABLE TRUST Co. - 

GENERAL TRUST OF CANADA 
GUARANTY TRUST Co. OF CANADA 
HALTON & PEEL TRUST & Svocs. 
INDUSTRIAL MORTGAGE & TRUST Co. .- 
LAMBTON TRUST Co. 

MARITIME TRUST Co. 

MONTREAL CITY & DIST. TRUSTEES 
MONTREAL TRUST Co. 

MorGaAN TRUST Co. 

NATIONAL TRUST Co. LTD. 

Nova Scotia TRUST Co. 

PREMIER TRUST Co. - 

PRUDENTIAL TRUST Co. LTD. 
RoyYAL TRUST Co. GENS 
SOCIETE NATIONALE DE FIDUCIE 
STERLING TRUSTS CORP. - 

TORONTO GENERAL TRUSTS CORP. 
VicToRIA & GREY TRUST Co. 
WATERLOO TRUST & SAVINGS Co. 
WESTERN TRUST Co. : 
YORKSHIRE & CANADIAN TRUST CoO. 


Head Office 
Truro, N. S. $ 


Montreal ____.... 
Lethbridge, Alta. — 
__.Stratford, Ont. - 
_Brockville, Ont. - 
-Toronto - 


London, Ont. 
Moncton, N. B. - 
Toronto 

Toronto - 

Halifax 

Winnipeg - 
Montreal ____.......... 
Toronto 


_.Oakville, Ont. 


Sarnia, Ont. - 
Sarnia, Ont. 
St. John, N. B. 
Montreal 
Montreal 
Montreal 


-Toronto 


Halifax 


Toronto 
Montreal _. 
_.Montreal - 
_Montreal - 
Toronto 


Toronto ; 
Lindsay, Ont. 
Kitchener, Ont. 
Winnipeg 
Vancouver 


FUNDS 
TRUST COMPANIES* 


OF CANADA 


Estates, Trusts & Agencies 


1955 


11,689,467 
187,070,061 
4,008,784 
984,961 
3,275,807 
120,917,843 
209,726,309 
21,433,721 
84,134,143 
128,424,757 
127,680,229 
20,013 
156,028,024 
69,476,434 
—t 
1,534,139 
2,619,986 
11,725,833 
26,937,085 
1,096,324,024 
7,030,225 
441,744,884 
28,053,344 
6,834,692 
17,585,830 
1,348,533,830 
41,975,068 
9,495,813 
383,529,810 
10,607,133 
23,498,870 
4,591,684 
NA 


1956 
$ 11,646,700 
203,681,096 
3,876,654 
1,175,171 
4,732,650 
134,402,223 
240,177,280 
23,164,803 
92,993,124 
140,441,047 
138,675,846 
6,834 
181,126,397 
78,539,626 
205,127 
1,949,246 
2,868,614 
13,200,655 
30,875,182 
1,146,312,888 
7,419,336 
491,809,666 
28,666,050 
6,659,108 
19,830,929 
1,479,772,297 
45,610,655 
10,508,481 
421,522,915 
13,218,755 
25,812,571 
5,366,433 
NA 





$4,587,492,803 


OTHER TRUST COMPANIES 


ALUMINUM FIDUCIARIES LTD. - 
CANADIAN TRUST Co. - 
COMMERCIAL TRUST Co. _____ 
CUSTODIAN TRUST Co. ___. ; 
Executors & ADMIN. TRUST Co. 
GUARDIAN TRusT Co. 

IMPERIAL TRUST Co. ___- : 
NortH CANADIAN TRUST Co. 
OKANAGAN TrRusT Co. ___ 
REGENT Trust Co. ___. 
RETAILERS TRUST Co. __. 
ScorrisH Trust Co. 

SEcurITY Trust Co. _ 
SH®RBROOKE TRUST Co. - 


i aes ee 
Grand Total ____... 


of exrlier year. 


figures do not tally due to mergers and 


Newly organized. 


_.Winnipeg - 


Montreal $ 
Montreal 


..Montreal 
_-P.E.I. 
_Moose Jaw, Sask. - 


Montreal - 
Montreal . 


Kelowna, B.C. - 


_Winnipeg _______. 
_Saskatoon 


Montreal - 
Calgary, Alta. . 
Sherbrooke, Que - 


49,296,732 
825,643 
9,673,274 
(335,129) 
1,275,084 
23,578,913 
12,322,928 
703,218 
690,175 
928,632 
231,753 
(806,749) 
(585,277) 
12,140,344 


$5,006,248 ,354 


$ 41,728,966 
957,230 
9,846,957 
(1,175,884) 
1,371,872 
25,691,670 
11,774,358 
694,554 
(690,175) 
987,751 
215,044 
(806,749) 
(241,749) 
13,835,640 





dissolutions. 


_.........-$ 113,393,8517 $ 110,018,599 
$4,700,886,6547 $5,116,261,953 


Figures furnished by Superintendent of Insurance K. R. MacGregor. Parenthetical figures are as 
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In concluding his review, Mr. Grant 
cited the healthy condition of the trust 
company business generally, due not 
only to economic prosperity but increas- 
ing public confidence and cooperation 
in estate planning among lawyers, life 
underwriters, accountants and trust offi- 
cers. The following figures show total 
assets under administration by Canadian 
trust companies: 

Increase 


over 
1956 1955 


Company funds $ 128,079,734 $ 17,628,666 
Ordinary deposits 


& Guaranteed Invt. 


MONG ost sereigesccmnes 616,127,786 20,165,264 
Estates, trusts 
& agency funds _.. 5,134,235,927 413,903,149 





$5,878,443,447 $441,697,439 





Bond trusteeships —... $ 868,370,400 $339,217,900 





Gross profit after 


income taxes —.... $ 7,561,972 $ 433,808 


In his report as Secretary, W. R. 
Scott recited Association developments 
during the year, including the opening 
of new quarters at 302 Bay Street, the 
formation of a National Stock Transfer 
Committee, with C. K. Coulson of Na- 
tional Trust Co. Ltd. as chairman, to 
assist local Transfer Committees, and 
the creation of Trust Administration 
Committees in several regional sections. 
Stating that the Association organiza- 
tion is unique in the world, Mr. Scott 
observed that the “company branch 
system, extending as it does into every 
province of Canada, provides an oppor- 
tunity for the national Association and 
local Sections to render service not only 
to individual members and branches but 
to the trust business as a whole.” 


New Officers 


A. Roy Courtice, assistant general 
manager of The Toronto General Trusts 
Corporation, was elected president of 
the Association for the coming year. The 
new lst vice president is C. F. Harring- 
ton, assistant general manager, The 
Royal Trust Co., Toronto. 





President D. G. Grant addressing dinner meeting of Trust Companies Association of Canada. 
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Vice presidents ex officio and chair- 
men of Regional Sections are: 


Alberta—A. R. Dingman, Manager, 
The Royal Trust Co., Calgary. 

British Columbia—J. N. Bell, Man- 
ager, Montreal Trust Co., Vancouver. 

Manitoba—A. R. Little, Manager, 
Canada Permanent Trust Co., Winni- 
peg. 

New Brunswick-Prince Edward Is. 


—E. B. Harley, Manager, The Royal 
Trust Co., Saint John. 


Nova Scotia-Newfoundland—H. F. 
Haliburton, Manager, The Royal Trust 
Co., Halifax. 


Ontario—H. G. Soward, Assistant 
General Manager, Chartered Trust 
Co., Toronto. 


Quebec—C. D. Paxton, Assistant 
General Manager, The Royal Trust 
Co., Montreal. 


Employees Training Course 


The largest student enrollment (300) 
ever recorded for the employees train- 
ing course was reported by A. C. Lang- 
ley, Methods & Personnel Manager, The 
Toronto General Trusts Corp., Chair- 
man of the Committee. There were 119 
registrations in the complete course, 
compared with 120 in 1955, and there 
were registrations in 459 individual sub- 
jects. A total of 165 examinations were 
taken in centers throughout Canada 
wherever students resided and 143 were 
passed successfully. 


Diplomas were presented to 13 grad- 
uates, the highest marks being achieved 
by Alvin Engbrecht, The Canada Trust 


Co., Vancouver. 


Prizes were awarded for the highest 
marks in individual subjects as follows: 


Bookkeeping and Personal Trust 
Accounting — Robert G. Allen, The 
Canada Trust Company, Guelph. 


Elements of Law—Miss A. Virlea 
McPherson, The Toronto General 
Trust Corp., Saskatoon, and William 
H. Phillips, Montreal Trust Co., Vic- 
toria. 





Association President D. G. Grant con- 
gratulating an Employees’ Training Course 
graduate on receiving diploma. 





Trust Business I—Mervyn L. Lahn, 
The Waterloo Trust and Savings Co., 
Kitchener. 


Trust Business II—Miss Rita Brad- 
ley, The Canada Permanent Trust Co., 
Brantford. 


Mr. Langley commented that consid- 
eration is being given to improving ad- 
ministration of the course by channel- 
ling all correspondence, registrations. 
examinations, etc., through a senior ofli- 
cial at head office of each company. 
There has been, he said, a too generous 
interpretation of regulations which 
would be more closely adhered to in the 
future and student discipline improved. 


Trust Forum 


In a sprightly talk, C. D. Paxton, as- 
sistant general manager of The Royal 
Trust Co., Montreal, highlighted the 
scope and nature of death duties im- 
posed by jurisdictions around the world. 
His paper is published at p. 566. 


There followed a panel on Estates 
and Trusts with J. H. 
Joyce, assistant general manager of 
Crown Trust Co., Toronto, as modera- 


tor. This discussion is summarized at 
p. 591. 


Investments, 


Bar President Looks at Trust 
Companies 


The President of the Canadian Bar 
Association, E. C. Leslie, Q. C., of 
Regina, was the guest speaker following 
dinner. He said in part: 


“The administration of estates repre- 
sents in its most vital form the fiduciary 
position of the corporate trustee. The 
performance of their duties in that field 
probably has a much greater impact on 
the general public than the performance 
of any other trust company activities no 
matter how important to the business 
community and the economic life and 
development of our country. The greal 
majority of people in Canada look upon 
trust companies as administrators of 
estates and it is the wise and careful 
management of those estates upon which 
public appreciation of the work of the 
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trust companies must in the long run 
depend. 


“The relationship between lawyers 
and trust companies has changed some- 
what in the last fifty years. The lawyer- 
executor is a much rarer person than he 
was a half century or even a quarter 
century ago. Such a change is not un- 
favorable from the lawyer’s standpoint. 
This is the age of specialization. With 
the impact of increased taxation, of gen- 
erally larger estates, of greater neces- 
sity for wider investment conditions, the 
task of administering an estate of any 
size or complexity is of necessity one 
for the specialist. 


“While there are exceptions of course, 
the average busy lawyer has not the 
time or the staff to look after the min- 
ute details of estate administration nor 
has he probably the desire to do so. 
There may be circumstances in which 
the lawyer can do the task as well as 
any one else but I do not think that that 
is the general rule. The lawyer’s first 
task is to advise the intending testator 
upon the preparation and execution of 
his will. In that task he should be en- 
tirely free from any possible taint of 
self-interest. | have for a long time held 
the view that it is unwise for a lawyer 
who is drawing a will for a client to 
appoint himself as executor, at all events 
without letting the client have independ- 
ent advice. 

“It is creditable to the trust com- 
panies of Canada that their adherence 
to rigid and uncompromising principles 
has been so seldom called into question. 

“Lawyers who draw wills should be 
in a position where there is no possi- 
bility of profit to themselves. The same 
rule applies to trust companies. There is 
a duty to see that the will as drawn up 
for the testator is for his benefit and 
for the benefit of the beneficiaries for 
whom his will makes provision. The 
reputation of trust companies in this 
respect is high but there are a few 
examples where it would appear that a 
corporate trustee has put himself in a 
position where he might easily be sus- 
pect of having drawn the will for his 
own benefit as much as for the benefit 
of the testator and his estate. These 
examples show how important it is that 
a trust company should make absolutely 
certain that a testator who intends to 
mase it his executor has independent 
legal advice so that there may be no 
room for the slightest suspicion that the 
has been drawn up with any other 
object in view than that of serving the 
best interests of the estate. 
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“The rigidity of present Trustee Acts 
in the various provinces with respect to 
investments meant that many estates 
have been denied an opportunity to 
greatly increase the income from and 
the aggregate value of their assets. Some 
bodies considering broadening of the 
Acts fear to entrust wider powers of in- 
vestment to individual trustees, most of 
whom have had no experience at all in 
the management of funds. My own per- 
sonal view is that the various Trustee 
Acts should be amended to provide for 
wider powers of investment in the case 
of corporate trustees. This should pre- 
sent no insuperable difficulties in admin- 
istration because of provincial lists of 


approved trust companies who could be 
approved as entitled to the wider powers 
under the Act.” 


Ontario Section Meets 


On the morning of April 25. the 
Ontario Section of the Association 
elected as its new chairman H. G. Sow- 
ard, assistant general manager, Char- 
tered Trust Co., Toronto, and as vice 
chairman R. G. Thomas, Q. C., Victoria 
and Grey Trust Co., Owen Sound. W. 
R. Scott is also secretary of this group. 

Retiring chairman W. A. Bean, deputy 
general manager, Waterloo Trust and 
Savings Co., Kitchener, reviewed the 
Section’s activities in its first year as 
an integral part of the Trust Companies 
Association of Canada. Mr. Bean cited 
the success of a special committee in 
getting the Ontario Government to with- 


draw a proposed amendment to the 
Succession Duty Act which would have 
valued trusteed gifts as of the time of 
the donor’s death rather than at the 
date of the transfer as in cases of out- 
right gifts. 

“The great majority of our services,” 
Mr. Bean declared, “ccould—we think to 
the customer’s detriment—be performed 
by some other agency such as a bank, 
an insurance company or private execu- 
tor. So while we may and do compete 
amongst ourselves for business, it is 
important that the trust industry as a 
whole maintain its competitive position 
by achieving the best possible results at 
the lowest possible cost.” 





Photo by Ken Bell 

University Avenue — a good city planning feature — in Toronto, locale of annual meeting 

of Trust Companies Association of Canada, with business section and harbor in the 

background. A railway junction and inland port, the Dominion’s second largest city is a 
financial and commercial center. 


The Common Trust Funds Committee 
reported that the number of companies 
operating such funds in Ontario remains 
at six. The total amount invested through 
six “Restricted” and one “Discretion- 
ary” Funds increased $1,185,000 during 
the year to $14,415,000. The largest 
Restricted Fund is $3,667,000 and the 
smallest $1,154,000. The number of par- 
ticipants increased from 1,706 to 1,907. 

Early this year, the report recalled, 
amendments were obtained to the Loan 
and Trust Corporations Act to provide 
for increased participation by any one 
trust from $50,000 to $100,000; to 
facilitate placing of mortgages in the 
fund; and to increase participation in 
some types of investments. 

The Committee also succeeded this 
year in establishing a simplified and 

(Continued on page 599) 
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Deverorine Business For A SMALL BANK 


J. H. SCHILDER 


Vice President and Trust Officer, Security National Bank, Sheboygan, Wis. 


Epitor’s Note: Upon learning of the 
five-fold increase of trust assets result- 
ing from this bank’s trust develop- 
ment program, TRUSTS AND ESTATES 
requested this description of the steps 
that led to success. 


Va HIRING OF AN EXPERIENCED TRUST 
officer to devote his full time to the 
department was the first and most im- 
portant move in the trust development 
program of our bank. Prior to that our 
trust officer was the senior loan officer, 
and our trust assets totaled $3,000,000. 
Technical knowledge is the first con- 
sideration but, of course, where the 
department is to be a one-man opera- 
tion personality and ability to meet peo- 
ple is more important than it is in a 
larger department. We were fortunate 
in getting both the knowledge and the 
personality. 


Sheboygan is a city of 45,000 situ- 
ated on Lake Michigan, and the county 
has an additional population of 30,000, 
devoted primarily to dairy farming. The 
city is served by three downtown banks 
(all with trust departments), two outly- 
ing banks, a trust company, and a sav- 
ings and loan association. 


Compile a Mailing List 
A monthly mailing to prospects 
arouses interest in trust services and the 
bank records furnished us most of the 
information needed to compile a mail- 
ing list. 


1. Commercial ledgers were checked 
for accounts with balances in excess of 
$5,000. The list was then checked with 
the other bank officers to skim off the 
cream. 


2. Savings accounts with balances 
in excess of $5,000 provided a large 
list of names. 


3. A list of the medium and large 
size safe deposit boxes made a good 
check against the lists of larger sav- 
ings and checking accounts. 


4. Purchases and sales of bonds, 
either regularly or in_ substantial 
amounts, indicated available capital, 
income, or both. 
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5. A close check of the bank’s credit 
files turned up additional prospects 
and eliminated some that looked 
rather good up to that point. 


6. The city directory is the easiest 
source of a list of non-customers. This 
was checked with the other bank offi- 
cers. 


Our list started with 350 names and 
has been increased gradually to about 
300. All the attorneys in the country are 
included, as well as the bank’s directors. 
Selected life underwriters and_ac- 
countants are also included. The cost of 
the mailing piece is $700 to $800 a year. 


Plan Your Advertising 


For several years we did no news- 
paper or radio advertising of trust ser- 
vices, feeling that the number of poten- 
tial customers was too small to warrant 
buying the full coverage provided by 
these mass advertising media. With re- 
gard to some trust services this is still 
true. We can invite the top three or four 
officers of a corporation for lunch at a 
cost of no more than $50. This provides 
at least an hour and a half to discuss 
pension and profit sharing, deferred pay 
plans, living trusts, or estate planning. 
Ten companies can be covered this way 
at the same cost as seven or eight quar- 
ter page ads in the newspaper. 


However, once it was determined that 
handling $10,000 estates could be profit- 
able, it was decided to go after will ap- 
pointments in this size estate, through a 
wide coverage medium. Trial and error 
disclosed that 1) the most effective size 
newspaper ad ranged from 4 column x 
101%” to 5 column x 12”; 2) a series 
of six consecutive weekly ads was more 
effective than an ad every eight weeks 
throughout the year. 


Ordinarily, little consideration would 
have been given to radio as a medium 
for soliciting Will appointments, but we 
were able to take advantage of an 
unusual situation. The Breakfast Club’s 
Don McNeill is a native of Sheboygan. 


His 8:00 A.M. program over the local 
station has a larger listening audience 
than any other program in this area. 
We were fortunate to get a five minute 
news broadcast at 7:55 A.M., six days 
a week. The large pre-Breakfast Club 
audience makes the cost of $42.00 a 
week seem rather modest. The results of 
this advertising have been gratifying. 


Enlist Outside Help 


The cooperation and help of the at- 
torneys, in general, is so important that 
while a program to solicit cooperation 
from within the bank may be going on 
at the same time, the major effort, we 
felt, should be directed toward the at- 
torneys at the earliest possible moment. 


1. In a town this size very few at- 
torneys subscribe to, or have access 
to, a tax service such as Prentice Hall 
or Commerce Clearing House. We try 
to call on each attorney regularly and 
remind him that our tax service, in- 
vestment service, pension and profit 
sharing service, etc., are at his dis- 
posal. 


2. At Christmas we send each at- 
torney some carefully selected item 
to be kept on his desk or within his 
reach. Cost of the item never exceeds 
$1.50. 


3. Whenever we are acting as exec- 
utor we do as much of the work as 
possible, except for the actual draft- 
ing of petitions and orders. Our goal 
was, and is, to make our service so 
helpful to the attorney that every 
time he draws a will he will urge his 
client to name a corporate executor, 
preferably the Security National Bank. 

4. In probating an estate we always 
use the attorney who drew the will 
Contacts with life underwriters can |e 

very rewarding. Estate planning often 
discloses the need for additional life 
insurance. A client is more apt to heed 
the advice of a disinterested party wit! 
regard to the purchase of more insur- 
ance. By the same token, the suggestio? 
by the life underwriter that the client 
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see the bank and his lawyer about estate 
planning carries additional weight. 


Friendly relations with brokers and 
investment advisers can be worth while, 
too. One local investment adviser sends 
a letter annually to some 800 of his cus- 
tomers, advising them to make or review 
their wills. On several occasions he has 
enclosed a pamphlet on the subject, sup- 
plied by us and carrying our name. 


Enlist Inside Help 

The very act of bringing in an ex- 
perienced trust man should make the 
bank personnel more aware of the trust 
department than ever before. Soliciting 
the help of department heads and off- 
cers in compiling a mailing list increases 
awareness and conveys a feeling of play- 
ing a part in the development of the 
program. 


An explanation of the basic services 
of the trust department at officers’ meet- 
ings proves helpful; examples of fees 
collected arouse interest and support. 


Above all, the active support of the 
bank’s chief executive officer is essen- 
tial. His attitude will filter down to 
everyone else. Moreover, he, more than 
anyone else, is in regular contact with 
the bank’s important customers — the 
trust department’s best prospects. 


The board of directors can be edu- 
cated by a very simple device. Add one 
more director to the trust committee. If 
each director who is not a member of 
the permanent committee serves a one 
year term, it doesn’t take too long to 
reach every non-officer member of a ten 
man board. 


Reaching the Breakeven Point 
Any small bank approaches the prob- 


lem of developing a trust department 
with the realization that the addition of 
a competent trust officer and advertising 


and promotional expenses will result in 
a departmental operating loss for a num- 
ber of years. 


Getting will appointments as executor 
is in itself a long term project. More 
than half of the 45-50 year old cus- 
tomers who name the bank will be 
around (and can still change their 
minds) twenty years from now. Ob- 
viously, a source of more immediate 


business is highly desirable. 


Vension and Profit Sharing. Present 
lax ‘aws have created a partial solution 
to the problem of immediate business. 
Most successful businesses will find 
profit sharing attractive and many will 
be ;artial to a deferred plan involving 
a trustee. From the standpoint of the 
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The Adjuster— 


makes you glad you’re insured by THE HOME! 


Policies may seem “all alike” to you—until you've had 
a fire or other insured loss. 


That’s when you appreciate the services of your Home 
Insurance adjuster. 


When your own agent or broker recommends The Home 
to protect you, he has the adjuster in mind. He knows that 
The Home adijuster’s objective is identical with your own 
—to see that your loss is paid promptly and fairly, with 
the least trouble and inconvenience to you. 


To assure this, even after a catastrophe, The Home Insur- 
ance Company has trained and maintains a special staft 
ready to work 24 hours a day anywhere in the nation to 
speed payment to our policyholders. 


As in most things —you do best when you buy the best! 
See your HOMEtown agent now! 


woe DOME 


Susurence Company 


Home Office: 59 Maiden Comptia New York 8, N. Y. 
FIRE e« AUTOMOBILE « MARINE 
The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


A stock company represented by over 40,000 independent local agents and brokers 
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bank, this trust business is extremely 
attractive. i 


1. It goes on the books immediately. 


2. Assuming continued company 
prosperity, the profit sharing trust 
continues to grow annually. 


3. Once the trust is set up on the 
books the annual trustee fees increase 
more rapidly than the work involved. 


4. It automatically presents the 
bank to all of the company’s employ- 
ees as the guardian of their interests 
—the same people the bank is trying 
to reach when it advertises checking, 
savings, and loan services. 


The bank’s own directors are prime 
prospects for profit sharing, since pre- 
sumably each is financially successful 
in his own business; each is interested 
in the success of the bank and the trust 
department. 


Our own experience has been rather 
startling. Five non-officer directors have 
established ten profit sharing or pen- 
sion trusts on which we currently earn 
trust fees in excess of $13,000. The 
establishment of this type of business by 
the directors has valuable side effects. 


First, the trust officer has an oppor- 
tunity to work closely with the director 
whose company is involved. Then the 
fact that the bank’s directors have con- 
fidence in the trust department is an 
important psychological factor in sell- 
ing the service to other bank customers. 
Finally the trust department gains ex- 
perience in a specialized field. 


Having the experience of handling 
profit sharing trusts offers an approach 
to non-customers who are completely 
satisfied with the general bank ser- 
vices provided by competing banks. It 
gives the prospect a chance to establish 
another bank connection (through trust 
services) without disturbing his present 
one. 

Living Trusts. Another source of im- 
mediate business is the Living Trust. 
Here again, the bank’s directors are a 
good starting point. Tax laws encourage 
the well-to-do man to give favorable con- 
sideration to several types of trusts. 

1. A trust for each of his minor 
children. 


2. A charitable foundation to re- 
ceive contributions from his business, 
his family, or both. 


3. A trust for a married daughter 
whose husband may not come up to 
what “the old man” expects of a son- 
in-law. 


4. Trusts for grandchildren. 


5. A trust for a favorite charitable 
_ ‘ganization. 


4 knowledge of the prospect’s finan- 
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cial and family background is invaluable 
in planning the approach for a personal 
call. In a city of 45,000, there is very 
little that can not be learned from the 
combined knowledge of the bank’s offi- 
cers, and we seldom make a first call 
without consulting other bank officers 
for this information. 


We are no more reluctant to call on 
a competitor’s customer than on one of 
our own. 


Helping Attorneys. No attorney can 
specialize in probate work in a city this 
size, and only a few will get enough 
medium to large size estates to get the 
experience needed in the planning and 
drafting of a moderately involved will. 
Consequently the trust officer is in an 
excellent position to save the average 
attorney hours of research and redraft- 
ing by offering his help. 

In the settling of an estate, any ques- 
tions raised by the State Department of 
Taxation or the Internal Revenue Ser- 
vice are handled by the trust offi- 
cer. We do whatever research is neces- 
sary to supply additional information 
and confer with the tax authorities, with- 
out involving the attorney, except where 
legal representation is necessary. 


We encourage all attorneys to stop 
in any time they have a tough problem, 
whether or not a client of ours is in- 
volved. It doesn’t take long before the 
attorneys realize that it’s many times 
easier to settle an estate when the bank 
is executor than it is with an individual 
executor. 


Getting the Gravy 


Executorships and testamentary trusts 
are the real gravy. Getting the appoint- 
ments is a long term project but a 
worthwhile one. A mailing list helps, 
and advertising helps, but the estates 
that put a gleam in your eye are seldom 
buttoned-up without personal calls. 
Having the trust officer belong to the 
country club and use it regularly puts 
him on a friendly first name basis with 
many valuable prospects, but a formal 
call program to follow up these contacts 
is necessary. 


The big job is not finding the pros- 
pects to call on, but finding the time to 
do it. Top prospects are people who are 
familiar with the trust department — 
present trust customers, executive offi- 
cers of corporate customers, and those 
who have been on the monthly mailing 
list for some time. A firm resolve to 
make a certain number of calls a month 
(even if only 5 or 10) is the best way 
to lick the problem of time. 


$3 to $16 Million + By-products 


Given the support and advertising 
budget that any other profitable bank 
service receives, a trust department can 
be a paying proposition even in a small! 
bank. Rate of growth can exceed that 
of the bank, and trust fees are an un 
usually stable source of income. It can 
be an excellent source of business for 
other bank departments. One profit shar- 
ing trust established three years ago has 
led to a $350,000 commercial account, 
a term loan, $80,000 in home mortgages. 
an individual checking account, with 
three wills and two substantial living 
trusts still on the fire. 


An active trust department ties pres- 
ent bank customers closer to it, and 
opens the door to prospects who would 
not consider the bank for other bank 
services. 


The most valuable items in our pro- 
gram have been: 


1. An experienced trust officer. 
2. The active support of the presi- 
dent and board. 


3. A willingness to operate at a loss 
for a period of years. (Although our 
gross has always covered salaries). 


4. A reasonable budget for adver- 
tising and promotion. 


5. The good will and cooperation of 
the local Bar Association. 


With these basic aids our department 
has grown from two people to six: 
from $3,000,000 in assets to $17,000,- 
000; from a gross annual income of 
$8,000 to a gross in excess of $65,000: 
from a “step-child” to a position of 
importance in the bank. We are not ex- 
perts when it comes to promotion and 
no doubt other banks in similar circum- 
stances have had more spectacular re- 
sults. But for every one of these, there 
are dozens that for one reason or an- 
other are passing up a profit-making 
bank activity. 


Not to be overlooked is the added 
stature of the bank in the community, 
resulting from the successful operation 
of a trust department, and the many 
contacts it both originates and retains, 
through civic as well as business and 
individual or family service. 


A A A 


@ Harris Trust and Savings Bank, Chi- 
cago, for the fourth consecutive year 
has received an award for outstanding 
achievement in advertising, The award 
was presented by the Chicago Federated 
Advertising Club in recognition of Har- 
ris Bank’s public service campaign ex- 
plaining “tight money.” 
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MAJOR TRUST TRENDS 
TRACED AT A.1.B. MEETING 


ORE THAN 1,500 BANKERS GATH- 
Mera in Richmond, Va., for the 
55th Annual Convention of the Ameri- 
can Institute of Banking, May 26-31. 
They represented a membership of 
135.000 of whom more than 75,000 
have been this year attending chapters 
and study groups in 450 communities. 
The others were graduates of the Insti- 
tute. 


George Clark, assistant vice president, 
Security-First National Bank, Los Ange- 
les, was elected president, and Gerard 
E. Hayes, assistant vice president, Na- 
tional Shawmut Bank, Boston, was made 
vice president. 

In selecting Richmond for its meeting 
place, the AIB returned for the second 
time to the place of its birth. It was here 
in 1900 that The American Bankers As- 
sociation inaugurated its educational 
program. Next year’s convention is 
scheduled for June 2-6 in Kansas City, 
Mo. 


There is increased recognition of the 
value of the A.I.B. program, George 
Clark said in his inaugural address, and 
“‘as more executives with A.I.B. ex- 
perience find their way to key manage- 
ment positions, we can look forward to 
greater understanding and cooperation”. 
He outlined the growth of the organiza- 
tion since its beginning in the 1890s. 


A new A.I.B. chapter was established 
during the year in Hawaii, and study 
groups in Puerto Rico and Honduras, 
Leroy S. Clark, retiring president, and 
vice president of Marine Midland Trust 
Co., New York, told the delegates. All- 
time record highs were reached in both 
membership and study enrollment fig- 
ures. A larger number participated in 
debate and public speaking activities, 
which are receiving greater recognition 
from management, he said. More chap- 
ters have used either the two or three 


semester program, and several have 
found that a summer semester is excel- 
lent for training June graduates who 


enter banking. 


\fter the Monday morning business 
session, where officers made their reports 
followed by an address from Robert K. 
Gray, special assistant in the White 
House, Departmental Conferences be- 
gan. Unlike previous years, these Con- 
ferences were devoted to banking in gen- 
eral rather than specific areas, such as 
Trusts and Investments. The theme this 
year was “Current Trends in Banking.” 
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The Harold Stonier Award for the 
highest average grades in A.I.B. gradu- 
ate courses was presented to R. Wade 
Seward, Jr., of Industrial National Bank. 


Miami, Fla. 


Trust Developments 


Four major trends in the trust field 
were discussed at the Monday afternoon 
Conference by Joseph L. Whyte, vice 
president and trust officer of American 
Security & Trust Co., Washington, D. C. 
The first of these trends is a much great- 
er use by individuals and organizations 
of the trust services of banks. All banks 
with trust departments have experienced 
a tremendous growth over the last 15 
years in this area of their operations, 
the speaker said. Work in estate plan- 
ning with attorneys and life underwrit- 
ers has increased greatly, and new estate 
business since the first of this year at the 
speaker’s bank of approximately $5,- 
000,000 is a reflection of additional will 
appointments obtained over the past 15 
years. Moreover, trust departments over 
the last 15 years have built up a reputa- 
tion for able, economical and efficient 
administration of estates. 


Corporate trusteeship also has con- 
tinued to grow, and it is becoming more 
and more customary for persons with 
moderate-size as well as large estates to 
provide for trust arrangements under 
their wills, and to look to banks for the 
financial responsibility and permanence 
they seek in a trustee. Pension and profit 
sharing business offer a vigorous and 
thriving field with lots of new develop- 
ments. Gross commissions at the speak- 
ers bank from investment management, 
custodian and safekeeping services over 
the last ten years have increased from 
$30,000 a year to $250,000. 


Corporate trust work as_ transfer 
agent, registrar, and trustee under bond 
indentures, have likewise increased, with 
the greatest volume in the large centers, 
but with important duties to be per- 
formed also in cities that do not have 
the volume business. Along with all of 
this has gone the collateral advantages 
for a bank that go with use of trust ser- 
vices. Where the trust connection comes 
first, commercial banking with the same 
institution is likely to follow; and where 
the banking connection preceded, trust 
services have tended to strengthen a 
healthy and stable banking relationship. 


The second major trend cited was that 
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toward a search for greater efficiency in 
trust procedures. The common trust 
fund is one excellent example. Others 
are: 1) Reduction of number of invest- 
ment issues in discretionary accounts to 
permit better and closer attention; 2) 
Improvement in annual statements and 
final accountings; 3) Adoption of fiscal 
years for tax returns of trust accounts 
in order to spread tax work load over 
the whole year; 4) Delegation of greater 
authority to investment and administra- 
tive officers; 5) Additional use of ma- 
chines and constant search for improved 
machine methods. In this last connec- 
tion, the suggestions of supervisory au- 
thorities have been most helpful. 


The third trend mentioned by the 
speaker was that toward fairer fees. 
Much progress has been made in the 
direction of adequate compensation, and 
more and more trust departments have 
taken steps to know their costs. It has 
always been necessary to work toward 
revision of statutory fees in those states 
where trust fees are controlled by stat- 
ute. The advantages of an annual fair 
charge for total services performed each 
year have now been widely recognized 
in lieu of receiving only a charge on in- 
come and a principal commission on 
termination. Furthermore, more atten- 
tion is paid today to the quality of pro- 
spective business with regard to ease of 
administration. 


The final major trend dealt with was 
that toward a staff more qualified and 
more flexible in its ability to handle the 
varied problems. One of the essentials of 
a good trustman is the ability to consid- 
er and solve the personal problems of 
beneficiaries along with the financial 
problems. This requires people with 
considerable flexibility in their ability to 
handle diverse administrative, invest- 
ment, and tax problems, and people who 
are willing and anxious to work con- 
tinuously toward greater knowledge and 
experience. In this manner they will 
qualify themselves for the important and 
challenging trust positions which con- 
tinued growth assures will be available. 


543 














PERSONAL AFFAIRS MONTH 
OBSERVED FOR SECOND YEAR 


3: N. Y., for the second year 
observed the month of May as Per- 
sonal Affairs Month with special empha- 
sis on the need for people to review their 
financial affairs relating to retirement 
and estate planning. 


The program opened with a luncheon 
on May 2 sponsored jointly by the Per- 
sonal Affairs Institute and the Freeport 
Chamber of Commerce. Eighty-one peo- 
ple heard Surrogate John B. Bennett con- 
trast May in Moscow, where people cele- 
brated State control of their affairs, with 
May in Freeport, where men and wo- 
men used the inonth to review their own 
personal affairs. He discussed also the 
importance of making a will and review- 
ing it regularly. 

Later in the month the Rotary Club 
heard Manhattan tax attorney William 
J. Casey advise that planning should be 
focused on future earnings and savings, 
and should take into account the effects 
of inflation. He commented on the bene- 
fits of company pension and profit shar- 
ing plans, and pointed out the wisdom 
of appointing corporate trustees and 
executors. 

On May 9 Nassau County’s news- 
paper, The Leader, published a special 
section devoted to Personal Affairs. 
Among the contributors was George D. 
Cherry, vice president and trust officer, 
Meadow Brook National Bank, who de- 
scribed what happened in an actual case 
where a man gave all his property to his 
son and the son shortly afterward was 
accidentally killed. Neither had made a 
will. The son’s widow got $$5,000 plus 
half the remainder (they had no chil- 
dren) and the rest went to the deceased 
son’s father and mother. 


The Lawyer’s role in personal affairs 
planning was described by James F. 
Conway, president of the Bar Associa- 
tion of Nassau County, and there were 
articles on the use of investments and of 
life insurance. Estate taxes also received 
comment, with reference to the people 
who spend hours paring down their in- 
come taxes, but in many cases die under 
circumstances that give the Government 
two or three times what is needful. 


In summarizing the brief history of 
Personal Affairs Month, The Leader 
pointed out that Donald I. Rogers, fi- 
nancial editor of the New York Herald 
Tribune was not only one of the speak- 
ers in the 1956 program, but also had 
championed the cause in his Herald 


944. 


Tribune column. “The Spectator,” one of 
America’s oldest insurance publications, 
had given PAM a lead story. And Ar- 
thur Hodges’ story in TRusts AND Es- 
TATES gave it international coverage 
(Aug. 56, p. 693). Inquiries and offers 
of assistance poured in, and this year 
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Troy, N. Y., sparked by life underwriter 
Joseph A. Rosner, started its own Per- 
sonal Affairs Month. 


One of the best features of the special 
newspaper section was a Personal Af- 
fairs Check List. This included twelve 
items divided under three heads as fol- 
lows: 


In Your Family’s Interest 
you should review 


Ll. Your Life Insurance Policies, Plans 
and Provisions 


2. Your Wishes for your Business or 
Profession 


Your Will and Your Wife’s Will 
Your Present Estate Tax Liability 
. The Advisability of Gifts 


YF 


uw 


In Your Own Interest 
you should review 


6. Your Present Business Agreements 
and Business Life Insurance 


. Your Present Plans for Your Fu- 
ture Financial Independence 

Your Company’s Present Employ- 
ee Benefit Plans 

9. Your Present Investments 


10. The Advisability of “Wife Insur- 


” 
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In Your Own as Well as Your 
Family’s Interest You Should Check 


11. Your Health 
12. All Other Insurance 


The Freeport Memorial Library pub- 


lished a list of its books and magazines 
of special interest in connection with 
Personal Affairs Month. These were di 
vided under the headings of Insurance. 
Investments, Wills and Estates (which 
section included Trusts AND EsTATEs), 
and Especially for Women. 


At the closing session of the month’s 
program, officers and members of 100 
civic, social, religious and service groups 
in the area were told that it is the “sacred 
duty” of husbands to see that their wives 
know all about family finances. This 
opinion was expressed by Mrs. Margaret 
E. Kennedy of Seligman, Lubetkin & Co.., 
known as “Wall Street’s Traveling Am- 
bassadress to Main Street” for her talks 
in 40 states on “Money in the Family.” 
Women can no longer afford to be cling- 
ing vines about the family dollar, she 
said. They and their families are wak- 
ing up to this fact. Every member of the 
family should share to some extent in 
domestic dollar management. It should 
be impressed upon children that the fam- 
ily purse is not bottomless, she said. 


Expansion of Idea 


The idea for Personal Affairs Month, 
which was started in Freeport last year 
as the brainchild of insurance consult- 
ant, Harold E. DeLisser, has stirred up 
inquiries from such scattered cities as 
San Francisco, Indianapolis, Montreal. 
London, and Troy, N. Y. In Troy the 
project actually got under way this year, 
backed especially by William M. Con- 
ners, vice president and trust officer of 
Manufacturers National Bank. The pro- 
gram was endorsed by the county bar 
association, and included talks by Sur- 
rogate Maurice D. Isenbergh before the 
Kiwanis Club on estate planning, and by 
Charles F. Seuffert, vice president and 
trust officer of Genessee Valley Union 
Trust Co., Rochester, before the Rotary 
Club. A more extensive program is being 


considered for 1958. 


Looking toward nationwide growth of 
the movement, the Personal Affairs In- 
stitute in Freeport has applied for a 
state charter as a non-profit, mutual 
membership corporation for educational 
purposes. Its objectives, spelled out in 
the charter, include: “To stimulate in- 
telligent interest in the management of 
personal affairs . . . to instruct and in- 
form all persons, particularly heads of 
families . . . To develop public aware- 
ness and encourage greater utilization of 
the professional and expert services . . . 
To foster and encourage greater co- 
operation among the professions and 
callings trained in the science and ar! 
of personal affairs management . . .” 
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RANCE DURING INFLATION 


Fallacies in Objections and in Term Policies 


- REGINALD L. KAYLER, LL. B., C.L.U. 


General Counsel and Director of Education, Life Underwriters Association of Canada 


CCORDING TO MOST OF THE EXPERTS, 

both professional and amateur, ‘con- 
tinuous inflation is inevitable. There- 
fore. say the experts, putting dollars 
into life insurance for future delivery 
in dollars which will be worth less and 
less as years go by is a snare and a 
delusion. 

It is a popular cliché to say that high 
taxes and increased cost of living make 
it impossible for people to save very 
much—nothing could be further from 
the truth. It is one of the absurdities of 
our modern living that a man can park 
a $3,600 car in his garage; watch the 
$64,000 Question on his $300 T.V. and 
during commercials make repeated trips 
to his $400 refrigerator and then claim 
he hasn’t a nickel left for life insurance. 
According to the brief presented by the 
C.L.1.0.A. to the Gordon Commission, 
Canadians are putting about 50°% more 
dollars into alcoholic beverages than 
into life insurance! The money is avail- 
able if people can be persuaded to save 
It. 


It is perfectly clear that the most 
effective weapon that can be wielded 
against further inflation is increased 
savings and who has a greater respon- 
sibility in this area than the life insur- 
ance companies and their agents? We 
must rediscover that life insurance is 
the most perfect instrument for pro- 
lecting men and women against the 
great economic hazard of living too 
long as well as the hazard of dying too 
soon. no matter whether we have in- 
flation or deflation. 


Dollar Value 

| have always carried in my inter- 
View file a one page table of statistics 
prepzred by the American Bankers As- 
sociaiion, covering the 150 year period 
fron 1800 to 1950. As a basis for com- 
parison, the dollar was valued at 100 
cents in 1800. There have been many 
cycles in the purchasing power of the 
dollar during that period but at no point 
as one cycle gone more than 20 years 


_ Bas on address to Life Underwriters Associa- 
tion Montreal. 
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in one direction before reversing the 
trend. The value of the dollar has in- 
tersected the par value line no fewer 
than 10 times in the 150 years. The last 
time the purchasing power of the dollar 
was exactly 100 cents was in 1943. 


We cannot with impunity ignore the 
lessons of history. Part of the difficulty, 
of course, is that the average person 
may experience only one or two of 
these economic cycles during a lifetime 
and it is not nearly so easy as might 
appear to acquire the proper perspective. 
It may be true that the long term trend 
is inflationary but within the lifetime of 
a given individual the trend may be up 
or down and probably both. So when 
you are confronted with sweeping gen- 
eralizations about inflation, help your 
prospect to understand the facts about 
the cycles; it will help to bring the 
matter into better focus. 


A second method of measuring the 
cheapness or dearness of dollars is much 
more closely related to the economic 
facts of life. It consists of measuring 
the dollar in terms of value to the user. 
Suppose A, B & C go to the same place 
for a holiday. “A” has $200 in his 
pocket, “B” has $100, and “C” has $50. 
It is unimportant what the economists 
say about the purchasing power of the 
dollar at the time. The fact is that A’s 
dollars are cheaper than B’s and B’s 
dollars are cheaper than C’s, A’s surplus 
of dollars above actual need is consider- 
able. Therefore, his dollars are cheap 
dollars. “B” does not have to worry 
about running out of money but he 
cannot afford to be reckless or foolish. 
His dollars are neither cheap nor dear. 
“C”, however, has dear dollars for he 
has barely enough to get by. He cannot 
afford to waste or lose a penny. He has 
to deny himself many things he would 
like. His dollars have a far higher value 
to him than other men’s dollars, re- 
gardless of what the markets or news- 
papers are saying about the current 
dollar value. 


However, suppose your prospect in- 
sists on a strict interpretation. Life in- 


surance is usually purchased over long 
per.ods during which the dollar may run 
through one or more cycles of cheap- 
ness or dearness; therefore, the life in- 
surance will over the period be paid for 
in average dollars. But suppose the life 
insurance dollars are receivable at a 
time when the dollar is cheaper than the 
average dollars which paid the premi- 
ums? The life insurance contract pro- 
vides for this eventuality because the 
beneficiary has the option of leaving the 
proceeds on deposit at interest till a 
more opportune time, or he may take a 
lump sum immediately, or may receive 
the proceeds as an annuity or periodic 
installments, whichever is most advan- 
tageous at the time. 


From Slide Rule to Reality 


When our prospect talks about hedg- 
ing against inflation, he is really giving 
us a perfect invitation to sell him life 
insurance. Our big job is to help him 
understand the nature of the inflation he 
is worried about and how life insurance 
is the best solution. The three most 
serious hazards that face every investor 
are:— 


(a) the hazard of premature death 
(b) the hazard of disability 
(c) the hazard of old age 


In the event of any of these hazards, | 
dollars suddenly become of tremendous | 
value and the niceties of economic theory 
and cost of living indices pale into insig- 
nificance in the face of the stark reali- 
ties that confront the victim. So let us 
get our prospects’ minds off the slide 
rule hazards which are minor and bring 
them face to face in vivid terms with 
the disastrous inflation that hits penni- 
less widows and orphans, the haunting 
and killing inflation that hits a man 
when he is down through the tragedy of 
permanent disability, and finally the 
slow painful economic death that de- 
stroys the happiness and self respect 
of the old man who has no dollars— 
either inflated or deflated. 


There is no argument about how life 
insurance hedges against the hazard of 
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early death. Taking a net premium of 
$25 per $1,000, if death occurs in one 
year there is a spectacular return of 
4,000% on the investment, and so on 
down to 200% if death occurs in 20 
years. For those interested in specula- 
tion, speculation with the mortality table 
contains fascinating possibilities. 


As to the second great hazard, disa- 
bility, here again life insurance is 
unique and unmatchable. For a small 
extra premium the insurance company 
will take over the payments for the in- 
sured and complete the financial plan; 
indeed, he can even arrange that in 
addition to this the insurance company 
will pay him a regular monthly income 
as long as he is disabled. No other in- 
vestment will do that. 


Then there is the third hazard that 
faces every man—that of living too long 
after his earning power has ceased. Here 
again life insurance has the one answer 
that belongs to no other form of invest- 
ment and that is that it compels the in- 
vestor to save a specific amount regu- 
larly and guarantees the amount of the 
return at the time it is needed. The in- 
controvertible fact is that less than one 
person in 10 can put aside a fixed 
amount of money regularly on a com- 
pletely voluntary basis. The type of fi- 
nancial plan where one intends to in- 
vest the money that is left over after 
other things are taken care of inevitably 
founders on the shoals of human frailty. 
So do not be swayed by the prospects 
and policyholders who say they can do 
better by buying term insurance and 
investing the difference. 


Getting Story Across 


While it is most important that we 
have a clear understanding of inflation, 
the all important problem for salesmen 
is the technique of transferring this un- 
derstanding to prospects to the point 
where they will buy. This will not likely 
be achieved by a head on clash or a 
learned lecture in economics. Here are 
a few suggested techniques. 


(1) The Question Method — 


Resist the temptation to slay the in- 
flation dragon at the first mention of the 
word; rather ask Mr. Prospect to tell 
you what he really understands by in- 
flation. If his objection is only a stall, 
you may quickly brush it aside and get 
on with your presentation. If it is a real 
one, you may by well directed questions 
bring about a gradual understanding 
that inflation is a reason for more in- 
surance, not less. One of the best ques- 
tions is, “Which would you rather do, 
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buy common stocks at close to their all 
time high or buy dollars at close to 
their all time low?” There is a whole 
course in economics wrapped up in that 
one question. 


(2) The Fire Insurance Method — 


If your prospect is a business man, 
you can say, “Does your company carry 
the same fire insurance on its buildings 
as it did 10 years ago?,” or if he is a 
home owner, “Should you carry more 
fire insurance on your home now than 
a few years ago?” “Well, Mr. Prospect, 
it's the same way with life insurance, 
large amounts of additional life insur- 
ance are being purchased these days 
because of inflation.” 


(3) Raise the Ante Method — 


Let us assume you are presenting a 
$20,000 insurance program and your 
prospect brings up the inflation bogey. 
Then try this: “Mr. Prospect, you may 
well be right that there will be more 
inflation and a lot of men like you are 
buying more insurance because of it. 
So in view of your opinion, let’s talk 
about $30,000 instead of $20,000.” 
Everytime he mentions inflation, raise 
the ante another $10,000. This is a very 
subtle way of enabling your prospect to 
discover for himself the basic truth that 
more inflation means more life insurance 


is needed. 


(4) Inflation Caused by Delay 
Method — 


You can say, “Inflation is a very 
serious factor in life insurance and it 
is caused by delay. If a man age 35 
waits one year to buy life insurance his 
$1.00 of today will only buy 97 cents 
worth of insurance; if he waits five 
years it will only buy 85 cents worth; 
in 10 years it will buy 71 cents worth: 
in 20 years it will buy 46 cents worth. 
The greatest inflation you have to 
worry about, Mr. Prospect, is the infla- 
tion caused by the passing of time in 
your own life.” 


*“*Termites”’ 


Perhaps the most serious result of 
this inflation frenzy is the trend toward 
Term. For the people who sponsor Term 
Insurance, I have a favorite name, 
“Termites.” “Termites” are best known 
for their ability to burrow into and 
destroy houses. Many a home owner has 
found to his chagrin that the outward 
appearance of his house can deceive 
Similarly, term insurance can under- 
mine an insurance program. Family 
security based on it may appear very 
attractive but its effects do not become 


apparent until an advance in years. At 
that time the damage is done and if re- 
pairable can only be corrected at great 
sacrifice. 


Of course, there is a place for Teri 
Insurance but when, as now, Term ac- 
counts for 34% of our sales we may 
well question whether it is being prop- 
erly used. It is easy enough to make out 
a case against the “Termites”; there is 
no provision for emergencies, no auto- 
matic premium loans; it is dangerous 
to assume insurance needs will lessen 
with age—indeed, selection of Term In- 
surance is an admission of expected 
financial failure, because the greater. the 
financial success, the greater is the need 
for insurance for liquidity and Succes. 
sion Duties at death; the buyers of some 
of the biggest blocks of insurance today 
are successful men in their fifties and 
sixties who were sure they had bought 
their last policy years ago. But these 
are all negative reasons. 


Positive Values 


Let us take the positive approach and 
sell the great advantages of cash value 
life insurance. There is far too much 
compromising on this subject through- 
out the life insurance industry. Remem- 
ber that life insurance is a great two 
edged sword to protect people in life 
as well as in death, that two of our 
policy holders will live beyond age 65 
for every one who will die before that 
age. The combination of protection and 
savings in one package has countless 
unique advantages: 


( 1) small down payment will start 
plan 


( 2) 


yearly payments will usually not 


exceed 3% or 4% of principal 
amount 

( 3) payments to plan may be ar- 
ranged from monthly to annual 
basis 

( 4) convenient units of any size are 
available 

( 5) protected by law from claims of 
creditors 

( 6) free from loss due to theft, mis- 


placement, fire or other hazards 
( 7) 
( 8) 


no reinvestment problems 


complete freedom from all man- 
agement or supervision require- 
ments 


( 9) complete control throughout life- 
time—not subject to change by 
resolutions of directors or share- 


holders 


capable of predetermined distri- 
bution at death and this can be 
varied from time to time with- 
out expense, trouble and delay 
of revising will 


(10) 
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interest earnings automatically 
compounded and guaranteed 


(11) 


(12) principal and maturity values 
guaranteed regardless of market 
conditions 
(13) guaranteed market for equity at 
all times 


(14) completely free from legislative 
interference -by Rent Control, 
Debt Moratoriums, Company 
Creditors Arrangements Acts, 
etc. 

(15) no credit restrictions 

(16) best collateral in the world — 


when you want a loan you don’t 
have to be subjected to cross 
examination — all you have to 
do is ask. 


All this still leaves unmentioned the 
two great miracles that supersede all 
else :— 


First, through large numbers join- 
ing together and the operation of the 
mortality table, it is possible to create 
an estate first and save it later: and 


Second, the miracle of the annuity 
principle by which you guarantee a 
lifetime income two to three times as 
great as can be obtained from the in- 
terest on any other type of safe 
investment. 


More on the Annuity 


In my opinion every cash value in- 


surance policy should have a guaranteed , 


annuity option inserted. Insurance com- 
panies are not very keen on this idea 
but they will do it if the agent insists 
on it—which you should do if you are 
looking after the best interests of your 
policyholder. Present guarantees of fu- 
ture annuity rates can be one of the 
greatest hedges against inflation and it 
is beyond the power or scope of any 
other kind of investment. Looking back 
over a recent 17 year period I found a 
curious coincidence that annuity costs 
have risen 17%. This increase is based 
on the annuity factor alone, assuming 
interest rates at a constant figure. 


Medical science has made its big con- 
tribution in the past to controlling 
childhood diseases which has affected the 
mortality table much more than the an- 
nuity table. Now the big effort is being 
directed to the diseases of advancing 
years. Think of the tremendous impact 
on annuity costs that will arise from any 
major discovery in those fields. 

in the facé“of. all’ this our companies 
have not only been encouraging the 
Term Insurance trend but in recent 
years they have even begun to debase 
anc compromise the most sacred prin- 
ciple of all, the miracle of the annuity. 
For example, in the pension plan field 
insurance companies are admitting that 
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their competitors are right in telling the 
public, “Don’t place your pension plan 
with a conservative insurance company 
that has 95% of its investments in fixed 
dollar securities—you can do a lot bet- 
ter with your money.” They are making 
this admission by watering down their 
contracts and cutting down on their 
annuity guarantees. The trend is to 
single premium group annuities where 
in effect the major part of the risk is 
subtly transferred from the insurance 
company to the client. The ultimate in 
this regard is deposit administration, 
which is really not much more than a 
glorified bank account. 


This is resulting in a lot of additional 
easy business now, but some day ‘the 
pendulum will swing in the other diree- 
tion; the heavy hand of the annuity 
table will one day be felt; scores of 
these slush fund pension plans will be 
in serious trouble; the public will then 
start looking for some sure place of 
refuge which should be the life com- 
panies, but by that time the life com- 
panies may have so many disillusioned 
clients who have been led down the 
garden path of single premium group 
annuities and deposit administration 
that the life companies will be in a poor 

(Continued on page 626) 
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He’s rich .. . influential. His family 

knows him only as a loving husband and 
father. Has his real feeling for them anything 
to do with his mysterious message? 


The case 


of the Cryptic Client 


By PETER RAWLINSON 


THE MYSTERIOUS MESSAGE 


As HIS LAWYER for the past ten years, 
you’ve come to think of him as the 
Cryptic Client. He’s big, gruff, forty- 
eight, with a family and a prospering 
business. You see him fairly often and 
like him in spite of his tendency to be 
vague and mysterious in his conver- 
sation. That’s how he earned his nick- 
name. 

Last Monday he called you... 
wanted you to see someone for him... 
wouldn’t say what about, but implied 
there was work involved for you. You 
wondered what on earth he was up to. 

Now you know. The ‘someone’ 
turned out to be a man from Connec- 
ticut General . . . he’s sitting across the 
lesk from you. Seems to be pleasant 
enough, neatly dressed, well-mannered. 
And there on the desk is a thick paper 
folder which he says is a set of notes 
‘or you to consider...research on your 
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client. Whatever this is, it’s probably 
loaded for more insurance. These 
things often are. 

You're only mildly curious and it is 
a bulky folder... but old Cryptic is 
a good client so you'd better look into 
it. With a sigh and some misgiving, 
you reach for the folder and open it 
to the first page... 


THE BULKY BLUEPRINT 


No wonpenr it’s thick . . . twenty-seven 
pages of notes! You leaf through them 
looking for the twist that means a big 
insurance sale for the CG man. First, 
you note a short paragraph stating the 
Cryptic Client’s goals in life, and next, 
there’s a complete list of his assets. 
Here are some astute comments on the 
real value of the client’s business in- 
terests ... on the ultimate use of those 


(Advertisement) 


stocks of his. The bonds are there, his 
house and summer place and cash on 
hand. Savings account, too. 

Why, it’s almost like a blueprint 
showing the client how to reach his 
goals! It’s not quite what you ex- 
pected. You've raised only a minor 
question or two... details, really... 
and you're already on page nineteen. 
But, sure enough, here comes the in- 
surance pitch. 

You find these recommendations: 
change of beneficiary on existing poli- 
cies to protect the children properly, 
increasing coverage on Mrs. Client 
and one new policy which fits per- 
fectly into the blueprint for the Cryp- 
tic Client, himself. Hmm . . . it appears 
from your quick inspection that the 
analysis of the client’s problems and 
their solutions are sound! Well! You’re 
impressed. Favorably. And intrigued, 


(continued on next page) 
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(continued from preceding page) 


in spite of your understandable caution. 
You center the notes carefully on 
your blotter and clear your throat... 


JUDGE AND JURY 


You RAISE YOUR QUESTIONS one by one 
and the CG man’s answers show that 
he knows what he’s talking about. His 
manner is pleasant and professional. 
You pause and pinch your lip, thought- 
fully. What more can you ask? 


He breaks the pause to explain that 
he had asked some fairly pointed ques- 
tions, himself, of the Cryptic Client. 
He had even asked his permission to 
consult you to give the client the bene- 
fit of your counsel. 

For once, in a case like this, you find 
yourself both Judge and Jury, as well 
as Attorney. From what he has said, 
you realize that you are to set the 
standards; and the CG man is promis- 
ing to live up to them. 

Further talk brings you to this de- 
cision: you'll study the structure of the 
plan. You’ve made notes on a few 
items you want to look into further. 
Yes, you'll call the CG man when 
you've finished. 

After all, for a client as important 
as old Cryptic, you want to give this 
plan the careful thought it deserves... 


THE DIGGING'S DONE 


You Toss your notes on the plan pre- 
pared for old Cryptic onto the desk 
and lean back in your chair. A few 
minutes spent on checking a few de- 
tails ... that’s all you had to do. And 
yet, what a masterful plan it is... it 
bore up beautifully under your most 
critical inspection. 

The CG man was surprisingly thor- 
ough. How could one man, and an 
insurance man, at that, know so much 
about business analysis, evaluation of 
assets and personal economics. And he 
seems to be well informed on estate, 
inheritance and income taxes. Of 
course, he did say he had the whole 
CG technical and research staff be- 
hind him. 

He needed it . . . and still he’s spent 
hours, himself, digging and analyzing. 
You thank your stars you didn’t have 
to do it. Just the kind of tiresome chore 
that eats up a lawyer’s time. 


Perhaps most interesting of all is 
the ‘custom-tailored’ quality of the 
client’s plan. It couldn’t have been 
prepared for anyone but your Cryptic 
Client. And the CG man had the un- 
usual good sense not to meddle in 
your work. 

The whole CG plan and way of 
doing business is unusual . . . perhaps 
you'd better call the client and tell 
him so. You reach for the phone... 


WANDERING AND WONDERING 


You’vE been most careful in your 
scrutiny of the plan. It has held up 
remarkably well. Now it’s the next day 
and with the CG man, you've just 
finished polishing the rough spots... 

You're mildly surprised to find you 
have enjoyed the past hour. Instead of 
the arguments you half-way expected, 
the CG man has deferred more than 
once to your specialized lawyer's 
knowledge. 

Still, he has made a good case for 
his analysis of the Cryptic Client’s 
needs and how to meet them. So that 
together you arrived at a mutually 
agreeable and, from the client’s point 
of view, sound and desirable conclu- 
sion. Of course, you admit mentally, 
the CG man’s notes gave you both a 
head start. This CG man knows his 
business . . 
ently . 


.and your client’s, appar- 
. . inside and out. 

Obviously, his training has been 
good and thorough . . . he couldn’ 
possibly know so much about the way 
businesses are set up, for instance, 
without a lot of study. And yet you 
suspect that he'll learn something new, 
as any good lawyer will, with every 
client he meets. 

Some of your clients would sure 
learn something new if the CG man 





worked for them...the way their 
affairs need attention. But you've been 
wandering... you bring your thoughts 
back to the CG man. He’s a nice guy, 
really. You wonder fleetingly if you 
will ever see him again... 


A SATISFYING SOLUTION 


It’s aLMost as though he had read 
your mind. The CG man tells you 
you will be seeing him again. He ex- 
plains that the CG goal is far beyond 
the sale of an insurance policy. He’s 
building toward a lifetime relationship 
with your Cryptic Client, or with all of 
his clients, for that matter. 

As you and he both realize, your 
client is only forty-eight and changes 
in his income, his situation or tax laws 
will occur from time to time during his 
next twenty or thirty years. And he, 
the CG man, aims to review this plan 
periodically with your help to make 
sure it keeps pace with and reflects 
these changes. 

So, smiling, you shake hands and he 
takes his leave. You can’t help but 
think back to how intrigued you were 
at the size of the research folder when 
he first showed up. You should have 
known it was pretty solid or old Cryp- 
tic wouldn’t have been interested in it. 

Yes sir, this CG man did a darned 
good job for your client. Come to 
think of it, you and he both did. You 
lean back in your chair, content, with 
the feeling of satisfaction that comes 
only with a good job done. 

Ruefully, you hope aloud that some 
of your other clients will have the 
sense to allow the CG man to help 
them. THE ENp. Zee 


Connecticut General Life Insurance Co. 
Hartford 15, Connecticut 
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PENSIONS FOR THE SELF-EMPLOYED 


Canada Now Permits Tax Exemption for Individuals 


J. FRASER COATE 


Manager, Pension Division, Montreal Trust Company, Toronto, Ontario 


that’s the news from Canada! Bill 
407 which became law in April, amends 
the Income Tax Act (Section 79B) and 
provides for “Registered Retirement 
Savings Plans.” 


Pies 1 FOR THE SELF-EMPLOYED— 


The inequity of the position of the 
self-employed in respect to saving to- 
ward retirement has for many years 
been a cause for which the various and 
indeed numerous Associations of profes- 
sional men have been endeavoring to ob- 
tain relief. For the reader in the United 
States to more fully appreciate the situa- 
tion, it should be explained that a mem- 
ber of an employer-employee plan is per- 
mitted to contribute up to $1,500 per 
annum for current service as well as up 
to $1,500 per annum in respect to past 
service from his earnings tax exempt. On 
retirement the whole of the pension is 
taxable income but a further exemption 
of $500 is applicable at age 65 plus, of 
course, the fact that his effective rate is 
probably half that of the earning years. 


The legislation, according to the Min- 
ister of Finance, may occasion a tax loss 
of some $40,000,000 per year. Assuming 
an average rate of 30%, this would mean 
a potential market of some $130,000,000 
long term savings dollars per annum. 


Exemption and Qualification 
Taxpayers may claim tax exemption 


on payments to a registered retirement 
plan: 


On contributions up to 10% of 
earned income not exceeding $2,500 
per year provided the taxpayer is 
not or does not become a member of 
1 registered employer—employee pen- 
sion plan. 


¢ 


as 


a member of a registered em- 
loyer—employee pension plan, tax- 
iver may make payments to a fur- 
ther individual retirement savings 
pian amounting to the difference be- 
tween the amount, if any, contributed 
te such employer—employee plan and 
lesser of 10% of earned income 


~~ i 


+ 


»d $1,500. 
For approval the Retirement Savings 
Plan must: 
*rovide that contributions are 
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“locked-up” until retirement; no cash 
or loan values are available. 


On retirement, which may be elected 
at any age prior to attainment of 71, 
provide for a life annuity (Such an- 
nuities are fully taxable on receipt). 


Annuities may be guaranteed up to 
15 years or may be on a joint and 
survivor basis with the wife. 


In the event of death before retire- 
ment, a flat income tax of 15% is 
charged to the estate. Provision is also 
made that if the plan be so amended that 
it no longer qualifies, the return of con- 
tributions is included with income for 
that year and taxed at the rate for the 
total income with a minimum rate of 
25% applying to the amount returned 
from the Retirement Savings Plan. 


Four Methods of Underwriting 


Canadians will have at least four 
sources of underwriting from which to 
choose the plan which best suits their 
needs. 


1. Life Insurance Companies. Exist- 
ing contracts may be so amended that 
the premium dollar is divided between 
insurance premiums and savings depos- 
its. The savings portion will, of course, 
have to conform to the restriction 
against cash or loan values. New policies 
will no doubt be developed for the spe- 
cific purposes. 


2. Mutual Investment Funds. Subject 
to regulations and restrictions, it ap- 
pears this type of investment will be 
available with the provision that the ma- 
turity value will be used to purchase an 
annuity. 


3. Government 
Annuities. The An- 
nuities Branch of 
the Department of 
Labor contract has 
never -provided 
cash or loan values 
and with new rates 
announced A pril 
Ist, based on a 4% accumulation and 
a revised annuity table, they will be 
attractive to many. They are, however, 





limited to a maximum annuity of $1,200 
per annum. 


4. Trust Company Plans. With a max- 
imum annual contribution of $2,500 and 
an average annual contribution from in- 
dividuals of probably $1,000 or less, it 
is obvious that trust companies will, of 
necessity, establish common or pooled 


funds. 


Scope of Trust Company Plans 


While one trust company has to date 
announced a single diversified fund, an- 
other has gone to the other extreme and 
proposes to establish four separate funds 
varying from one, guaranteed as to prin- 
cipal and interest, to one entirely of com- 
mon stocks. It is probable that only ex- 
perience will prove the most desirable 
combination, but it would appear that 
two funds — one entirely of fixed inter- 
est securities and one entirely of equi- 
ties — will be the ultimate solution. 


The fixed interest fund will consist of 
Canadian Government, Provincial, Muni- 
cipal and corporate bonds, with the pos- 
sibility of mortgages being included. 
Sinking fund preferreds and convertible 
preferreds would also qualify. At pres- 
ent markets such a fund should yield 
about 54 %. 


The stock fund presents 
somewhat more of an investment prob- 
lem in Canada as compared to the United 
States, in that a much more restricted 
list of desirable stocks is available. It 
may be that U. S. stocks will be included 
in some portfolios despite the loss to in- 
come of the 15% withholding tax. The 
yield will probably be 4% or less but, 
of course, the objective is for long term, 
tax exempt capital gain. 


common 


Advantages of Trust Arrangement 


The following advantages pertain to 
the trust company plans: 


1. No fixed annual contribution rate. 
The professional man particularly has 
the advantage of making his contribu- 
tion after determining his income for the 
calendar year. Sixty days after the year- 
end are allowed to make deposits. 
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2. Highest possible compounding 
yield with the low loading expense costs. 
Capital gains attract tax only to the de- 
gree of the increase in the amount of 
annuity so purchased. 


3. Flexibility in investment media. 
While final earnings pension plans seem 
to be one logical answer to inflation, 
they are obviously not available to the 
self-employed. The one solution available 
is to invest in an equity fund. Whether 
all of the retirement dollars should be so 
invested is indeed a question. So far it 
does not appear that variable annuities 
will qualify nor has any underwriter an- 
nounced an intent or ability to supply 
them. It is probable the younger man 
will elect a high proportion if not all in 
equities, those of middle age may go 
50-50, whereas those closer to retirement 
may choose the more relative stability of 
the fixed interest fund. The main point 
is that the trust company plan is flexible 
and proportionate allocations may be 
changed from one year to the next. 


4. Trust company plans will have no 
cash surrender loss in the event of plan 
amendment. 


5. At the time of retirement the mem- 
ber will direct the trustee to purchase 


the annuity of his choice in the best mar- 
ket available. 


Association Plans 


Further to the opportunity to serve the 
individual participant, with the atten- 
dant ready introduction to estate plan- 
ning, there will be certain associations 
which will offer a plan to their members. 
In these situations it is probable the as- 
sociation will maintain the individual 
records, the trustee accepting contribu- 
tions and investing in a fund probably 
established for the association. 


There is a possibility some associa- 
tions may establish a plan on a split 
funding basis—that is the fixed interest 
dollars will, on the instructions of the 
individual member, be directed to an 


insurer, whereas the equity dollars will 
be directed to the equity fund estab- 
lished by the trustee. 


How successful the association plans 
will be is questionable. Spot checks in- 
dicate that few of such organizations are 
really effective on a nation-wide basis. 
While the trustee’s fee for administra- 
tion and investment of the fund will be 
less on the association basis than for the 
individual, the association will be re- 
quired to charge an administration fee 
comparable to that required by the trus- 
tee for individual accounts. There may 
be some resistance too, among the pro- 
fessionals, in disclosing to their associa- 
tion the amount they are able to save 
from earnings. 


Savings Stock Purchase Plans 


Another interesting aspect pertains to 
plans of the type wherein the employee 
undertakes to save a percentage of pay 
which the employer matches 50c to the 
$1.00, usually contributed in Company 
stock. The majority of such plans now 
in Canada are for the subsidiaries of 
U. S. companies. In the United States 
most of these plans provide two elections 
—one, a short term savings, vesting in 
the company contributions in five years, 
the other, a retirement savings plan 
which may be cashed in at retirement 
and tax paid on a long term capital gains 
tax basis. 


There would appear to be no reason 
that the employee cannot now apply his 
savings under a retirement savings plan 
tax treatment though he would still pay 
tax annually on the company contribu- 
tions in the year allocated. 


No Canadian savings stock purchase 
program has offered the retirement fea- 
ture as yet, but with these new regula- 
tions the trustee may expect to have the 
responsibility of these dollars for twen- 
ty or thirty years as against the five year 
duration of the savings stock purchase 
plan. 
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363-9 LEXINGTON AVENUE 


EXPANSION — A NEW ADDRESS 


le — Services of broader scope plus an expanding group of 


valued clients, once again have required a move to 
larger offices in New York. 


We are most grateful to Banking and Trust Officers, far 
? and wide, who, during our 21 years in the Pension and 
Profit-Sharing field, have aided this steady growth. 


Trust Officers may receive, for forwarding to interested 
Corporation Executives, 
=. brochure, “ENGINEERING AN EMPLOYEE BENEFIT 
PROGRAM,” by writing to: 


Cc. R. F. WICKENDEN and ASSOCIATES 


INCORPORATED 
CONSULTANTS AND ACTUARIES 


= —— >I 


copies of our most recent 





NEW YORK 17, N. Y. 
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Costs and Fees 


Market-wise there can be no question 
of a very large potential for corporate 
trustees. There will be no question either 
that many new clients will be established 
as preferred prospects for estate plan- 
ning and will appointments. 


What seems to be in the area of the 
unknown are costs and fees. It is known 
that due to the lapse rate, life companies 
have to sell five dollars of new business 
to gain four. It is known that despite the 
obvious and important need for life in- 
surance, a large sales force, paid in com- 
mission something like the whole of the 
first year’s premium, is required to sell 
new business and maintain it in force. 
Because life contracts are unilateral, ex- 
pense loading is applied to the first 
years and no cash surrender value ap- 
plies. 

Corporate trustees will be faced with 
the cost of explaining and discussing 
their plans at some length with the pros- 
pect who walks in the door—and not 
many walk in the door to buy life insur- 
ance. 


What’s to be done with the participant 
who makes one deposit and leaves it 
there until retirement? What is an ade- 
quate fee for the individual accounting, 
tax reports, fund management invest- 
ment and accounting? One trust com- 
pany has stated its fee will be 94 of 1% 
of the value of the fund per annum. An- 
other has stated it will not exceed %4 of 
1%. Others make no estimate of fees. 
Certainly if the fee is to hold for the life 
of the contract it requires most careful 
scrutiny before establishment. 


Despite the tremendous volume of new 
plans established in recent years, Can- 
ada’s industrial and economic growth is 
creating new opportunities almost daily. 
Adequate fees have always been a prob- 
lem and until a really large total of pen- 
sion fund assets under administration 
has been established it may be ques- 
tioned that a corporate trustee will find 
it to be a profitable business. Leading 
companies in the field have determined 
the necessity of an increase in the fee 
basis and it is expected this will be- 
come effective on July Ist. 


A A A 


@ A Bureau of Labor Statistics pilot 
study of age and on-the-job performance 
showed that the output per man-hour of 
both men and women piece workers var- 
ied only slightly up to age 54, and in 
no group did the average performance 
of workers 55 to 64 fall below 90% of 
the 35-44 aged group. 


TrusTs AND ESTATES 





Tm 
Bie arsnerOhdnr mr 














ew 


. is 
ily. 
ob- 
en- 
ion 
es- 
ind 
ing 
ied 
fee 
be- 


lot 
nce 
of 


ar- 


nce 


TES 


| Estate Plannin 


3 
: 
s 














g in Canada 


A Growing Science Extended to a Widening Sphere 


W. TREFOR MORGAN 


Trust Officer, Chartered Trust Company, Toronto, Ontario 


N CANADA, AS IT IS ASSUMED IS THE 
he elsewhere, Estate Planning is a 
very broad science, centered perhaps 
upon the need for a properly drawn will 
but at the same time embracing all the 
thousand and one problems that can 
arise to confront a testator when he is 
led to examining his own affairs. In 
many ways it is to be regretted that the 
term has been so widely used and ac- 
cepted since to the uninformed client 
who needs the wide counsel of an estate 
planner, the term connotes so little more 
than its primary meaning. Lawyers, ac- 
countants, trust officers, life underwrit- 
ers, all know or should know the full 
story but to the layman the term is far 
too restrictve, conjuring up as it does 
only thoughts of what comes after death 
and none of the difficulties of living. 


It may be presumptuous for a Cana- 
dian trust officer, whose experience in 
estate analysis and planning is confined 
in the main to the Province of Ontario 
and in particular to Metropolitan Tor- 
onto, to write of Estate Planning in 
Canada. However, the population of the 
Province represents almost one-third of 
the national total, and from Metropoli- 
tan Toronto alone there flows to Ottawa 
between one-sixth and one-fifth of all 
personal and corporation taxes collected 
by our federal Government. The ticker- 
tape on Bay Street reflects the financial 
pulse of the nation. With the possible 
exception only of the Province of Que- 
bec with its own distinctive problems of 
community of property, there can be 
little doubt that here estate planners meet 
practically all the varied and innumer- 
able commercial and personal problems 
that beset the lives of Canadians. 


A Great New Era 


The science of Estate Planning as we 
find it here is in its comparative in- 
fanc:. That must not be taken to mean 
that ‘he Canadian estate planner has not 
the particular knowledge and ability to 
app'y the science. However, because 
Canadians generally have not realized 
all ihe dangers that lie in wait for them 
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and their families 
on the high seas of 
taxation and 
among the laby- 
rinths of legal 
limbo, too many 
of them have been 
sailing blissfully 
along, making 
money but only finding out in the hard 
way what succession duties can do to an 
unplanned estate or, for example, what 
happens to a partnership when a partner 
is lost overboard and there is no proper 
partnership agreement which foresaw 
dissolution on death. 


It has become almost a commonplace 
that the golden dawn of a great new era 
has cast its rays on Canada. The wide 
horizons of this great Commonwealth 
have been glowing with a new light de- 
spite some growing pains and bands of 
restriction which have been trying to 
contain a violently expanding economy. 


With this awakening there is also a 
growing general awareness of tomorrow. 
Planning is all around us and part of 
our living. Rates of taxation are not in- 
creasing but the burden is being felt by 
more and more people. The Canadian 
budget has been forced by defense re- 
quirements to new and higher peace time 
records. No estate under $50,000 at- 
tracts Dominion Succession Duty nor 
does such an estate passing to a widow 
or children, for example, as preferred 
beneficiaries suffer Provincial duty but 


whereas.as little.as 10 years ago $50,000. 


was a lot more money than most Cana- 
dians could amass during a lifetime, 
nowadays such a sum does not lie be- 
yond a distant boundary. The man in 
the street may very easily be carrying 
$10,000 group insurance on his life and 
$20,000 personal insurance and he may 
very easily be living in a $20,000 home. 
Our simple, ordinary John Doe may 
have some savings and with his car and 
other paraphanalia another $10,000 can 
soon be chalked up. He isn’t necessarily 
getting rich quickly and he doesn’t con- 
sider he has wealth but he is up to and 





past the Succession Duty boundary be- 
fore he has fully realized it. 


And so it is that families of the men 
in the street are beginning to be made 
painfully aware that their inheritances, 
passing first of all outright to mother 
and then left by her to her children, are 
being hacked to pieces by duties im- 
posed twice on the same moneys because 
of the double succession. They are be- 
ginning to experience what it feels like 
to be the leading actors in the simplest 
illustration of what can happen without 
proper estate planning. 


You may have already asked why it is 
that the benefits of good estate planning 
counsel are only being shown to Cana- 
dians in this negative, roundabout fash- 
ion. The implication is far too sweeping 
a generalization to leave it at that. Cana- 
dian Trust Companies have been blaz- 
ing a trail for a good number of years in 
this field and they still are the pioneers. 
Life underwriters and insurance compa- 
nies have also long been active for a 
long time in leading their clients to 
sources of good and proper advice. Law- 
yers and accountants are also fully con- 
scious of the desirability of proper es- 
tate planning and are showing increas- 
ing interest in learning more and more 
of the application of the science. 


You cannot open your newspaper 
without being asked by a Trust Com- 
pany “Have you made your Will?”, “Do 
you want to keep your business in the 
family?”, “What will the succession du- 
ties on your estate be?”, or any of a 
dozen different questions. During the 
past forty-five years, while the popula- 
tion of Canada was increasing from 
7,000,000 to over 16,000,000, assets un- 
der administration by Trust Companies 
registered in Ontario (and these include 
the majority of Canadian companies) 
have shown remarkable growth, viz:— 
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The life blood of any Trust Company 
is its flow of new business, particularly 
the business of administering estates, 
and all have found it necessary to pro- 
vide client services to encourage the 
flow. All Companies advertise and sup- 
ply in much the same way a service of 
estate analysis and planning adminis- 
tered by experienced personnel. In fact, 
it is almost true to say that they offer 
something that is unique because, with 
certain few exceptions, it is a service 
that is not available in its full form out- 
side. Indeed, it is becoming a well recog- 
nized fact that the composite skills and 
experience of all the officers of a Trust 
Company in practically all the compli- 
cated fields of finance and taxation can- 
not be duplicated. 


Canadians can avail themselves of 
these services without obligation and 
free of cost, to the surprise of the client 
who realizes the degree of care that is 
bestowed upon his affairs. Of course, the 
Estate Planner is employed by the Trust 
Company and one of his chief concerns 
is bound to be the acquisition of. new 
business or the preservation of existing 
business for his Company. Nevertheless, 
to his credit he always gives service as 
it should be given and he gets or keeps 
that business by his efforts for the client. 
In any case, he is one man who should 
be able to live up to a standard: he does 
not have to stoop to a price. 


One of the usual reflections on human 
nature is that so often people are sus- 
picious of something freely given and 
for nothing. So many people have full 
respect only for a service which costs 


money. On this latter score but as a 
seeming paradox to it, there is something 
to be said about the position of lawyers 
in the general field of Estate Planning. 
It is by no means a new function for 
them: down through the ages lawyers 
have been concerned with the preserva- 
tion of family wealth and at one time 
they almost stood alone as general coun- 
sellors for their clients; but for some 
reason, in the legal world Estate Plan- 
ning has not been sufficiently remunera- 
tive. 


A will is the very core of Estate Plan- 
ning and if any document requires an 
expert draftsman, it is a will. It has been 
said so many times but let it be said 
once more: only a lawyer should draw a 
will. But does the client realize the ex- 
treme care which should be devoted to 
this document? No. The client, and we 
generalize because we are talking of our 
man in the street, expects to be treated 
very lightly for this important piece of 
legal work. Some lawyers have been 
heard to refer jocularly to wills as loss- 
leaders. Here, in Ontario, the County of 
York Law Association prescribes a fee 
according to the value of the estate, the 
length of the will, the trusts declared, 
etc., and the minimum laid down is $10, 
which says so very little for itself that it 
calls for a minimum of comment. 


The legal profession is fully conscious 
of the expansion of the sphere of Estate 
Planning and lawyers generally are 
showing great interest in the intricacies 
of the science. The Law Society of Upper 
Canada has very recently featured Es- 
tate Planning for study in the 1957 
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Special Lectures in the scheme of Con- 
tinuing Education of the Bar. A highly 
stimulating course covered the whole 
field and the lectures were delivered b; 
leading representatives of the Bar, Os- 
goode Hall Law School, the trust com- 
panies, accountancy, the life insurance 
companies and life underwriting. Regis- 
tration for the lectures was limited to 
350 but double the number would prob- 
ably have more nearly met the demand. 


There have been other similar enter- 
prises and all of them have provoked 
great interest. In 1954 at the Ontario 
Mid-Winter Meeting of the Canadian 
Bar Association, a panel sat to consider 
the role of the lawyer, accountant, trust 
officer, and life underwriter in Estate 
Planning; and this has been and is the 
theme, that it is essentially a matter for 
a team. The best Estate Planner is a com- 
posite being, a team whose members are 
expert in matters of taxation and suc- 
cession duties, corporation and property 
law, wills, trusts and the duties of trus- 
tees and also in private international 
law. 


Estate Planning Wares 


It may be of interest to describe a few 
of the particular items which Canadian 
estate planners must keep on hand to 
show to their clients. 


A testator should never be allowed to 
underestimate the importance of the ex- 
tent of the investment authority he will 
give to his trustees. Without extension 
of their powers, trustees are bound here 
by the Ontario Trustee Act. “Trustee in- 
vestments” are extremely restrictive, 
comprising a very limited list of Gov- 
ernment, Provincial and Municipal 
bonds or bonds guaranteed by such au- 
thorities, first mortgages debentures of 
registered loan corporations and guar- 
anteed trust certificates of trust compa- 
nies. There is no “prudent man” rule 
here but there is news from the east that 
Nova Scotia is the first Province to take 
note of a growing demand for wider 
“trustee” powers. Some common and 
preferred stocks are now eligible there 
as “trustee investments.” 


More and more testators, on appoint- 
ing trust companies as their executors 
and trustees, are granting wide powers 
with full and unrestricted discretion to 
invest as they see fit. This is highly com- 
mendable in that it enables the trusices 
to keep in step with the times and like- 
wise disposes of the troublesome ques- 
tion as to whether or not original in- 
vestments can be retained and for how 
long. Obviously, there would be no point 
in trustees being forced to convert if 
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they could immediately re-invest in the 
same securities. At the same time, with 
wide open powers, trustees are home safe 
from a double-play: they also avoid the 
notorious rule in Howe v. Dartmouth 
and its associated rules which are de- 
signed to preserve a proper balance be- 
tween the interests of life tenant and re- 
mainderman. It does no estate any good 
for the trustees to be faced with the 
necessity for apportionment of income 
from unauthorized investments between 
income and principal. 


Two provisions of The Canadian In- 
come Tax Act are also worthy of men- 
tion when considering the question of 
investment. We can deduct as a deple- 
tion allowance from the dividends of 
any corporations carrying on business 
in Canada, when the income of the cor- 
porations includes mineral profits, 10%, 
15% or 20% of the dividends, depend- 
ing upon the proportion which the min- 
eral profits bears to the income of the 
corporations. There can also be de- 
ducted from the tax payable a highly 
beneficial allowance of 20% of divi- 
dends from any Canadian tax-paying 
corporations. 


Another noteworthy income-tax pro- 
vision with particular appeal for smaller 
companies and businesses is that under 
which a limited company may elect to 
pay a tax of 15% upon its undistrib- 
uted income on hand at the end of 1949. 
After payment of this tax, the balance 
of such undistributed income, if it is 
capitalized, can find its way into the 
hands of the shareholders free from any 
further tax. This is usually achieved by 
the issue as a dividend of redeemable 
preferred stock which is immediately re- 
deemed. Having so elected and dealt 
with all its 1949 surplus income in this 
way. a limited company can repeat the 
manoevre but only to the extent of an 
amount not exceeding dividends subse- 
quently declared and paid. The advan- 
tages of this provision are readily ap- 
parent and it can also now be said that 
after sundry skirmishes and digressions 
in the Courts, it has been settled by the 
Supreme Court of Canada that such 
funds coming into the hands of trustees 
are capital and not income. 


We still have with us that relic of an- 


tiquity — Dower. In Ontario the right 
is to a life interest in one-third of the 
real estate of which the husband was 
seize! in fee simple during coverture. 
Most wills should contain the usual 
dower clause since without it a widow 
Woul’’ only be forced to elect between 
dow: ‘and her benefits under the will if 
it appeared that the testator’s intention 
Juni: 1957 


was to deal with his property in a man- 
ner inconsistent with dower. 


The Ontario Dependents’ Relief Act 
places a limit on testamentary freedom, 
similar to that found in many other jur- 
isdictions, and becomes of very real im- 
portance whenever there is discord in 
the family lute. The Act prescribes no 
absolute right but, when a will has failed 
to make adequate provision for the fu- 
ture maintenance of a dependent, mean- 
ing a wife (or husband) or child under 
16 or over 16 and incapacitated, it en- 
ables such dependent to ask the Court 
for payment of an allowance sufficient to 
provide such maintenance. Various mat- 
ters are considered by the Judge, includ- 
ing the size of the estate, the separate 
means of the applicant, the claims of any 
other dependent and any provision made 
inter vivos by the testator, etc. The Act 
quotes no minimum allowance but sets, 
as an upper limit, the amount to which 
the dependent would have been entitled 
if the testator had died intestate. No or- 
der can be made in favor of a wife liv- 
ing apart from her husband under cir- 
cumstances which would disentitle her 
to alimony. 


Further Look in “Bag” 


These are just a few samples of a 
Canadian estate planner’s stock-in-trade: 
they are revealed by nothing more than 
a peep into his bag but they are typical 
examples of the general counsel that he 
makes available to those who have a 
use for his services. A quick glance down 
his catalogue of arts will help to illus- 
trate further his wide line of wares. 


This year’s Canadian Budget has pro- 


duced a brand new income tax item 
which is arousing great interest. Hither- 
to, only an employee has enjoyed a de- 
duction in respect of contributions to 
an approved pension plan but from this 
year on, the self-employed individual 
can gather income tax relief while build- 
ing up his own pension fund by deduct- 
ing actual contributions out of income 
in any one year up to $2,500 or 10% 
of his earned income, whichever is the 
lesser. 


The possibility of death before pen- 
sion age has always required considera- 
tion to prevent an unwelcome burden of 
income tax upon repayment out of a 


pension fund. It is true that personal 


representatives can elect, rather than 
suffer tax upon all the moneys as income 
in the year received, to pay a tax based 
upon the deceased’s average rate of in- 
come tax for the three previous years 
but often it can be shown that if the 
contributor arranges during his lifetime 
for any 
gramed by installments over a period, 
a substantial saving can be gained since 
periodic payments received by his wi- 
dow or by his personal representatives 
after his death are taxable in the year 
in which they are received. 


such repayment to be pro- 


Often, too, if the income provisions 
of a will are sufficiently flexible so that 
the widow and/or children can receive 
income in varying proportions, the bur- 
den of income tax can be eased since 
the full “marital” exemption of $2,000, 
as against the bare personal exemption 
of $1,000, is available to a widow who 
is the sole support of a dependent child. 
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On this score, the estate planner is al- 
ways aware of the dangers of fixed in- 
come which may dwindle with the years. 
He insists upon flexibility and protects 
the widow by making very clear the 
need for proper powers to encroach upon 
capital to secure her future and to coun- 
teract inflation and a possible decline 
in interest and dividend rates. 


There is the need to consider care- 
fully how continuity of operation of a 
family business or a tightly-held family 
corporation can be maintained if the 
key figure should die, in order to main- 
tain the flow of income when the family 
will most need it. Perhaps there is ur- 
gent need, also, to mitigate future suc- 
cession duties by freezing the assets of 
a fast growing business by some method 
of corporate reconstruction. Perhaps a 
son should be immediately acquiring a 
growing equity in his father’s business 
or perhaps it is time he was taking over 
the reins. Re-incorporation could leave 
father with preference stock and de- 
bentures to secure his declining years 
and provide for his widow; and his son 
could take up common stock by way of 
a series of gifts or by purchase on loan. 
The preference stock and debentures 
could be earmarked as the portion of 
the family inheritance for a daughter 
who is not active in the business. 


Buy-sell and stock-purchase agree- 
ments have a very definite place in this 
type of planning. And so does life insur- 
ance, if only to fund such agreements. 
Life insurance, by way of such devices 
as settlement options or family income 
riders, can also found a solid nucleus 
of income for old age or for a widow 
while her children need the most from 
her. The proceeds of life insurance can 
so often provide the liquidity which is 
the boon of the estate administrator. The 
provisions of the Life Insurance Act de- 
signed to protect preferred beneficiaries 
(parent, spouse, child or grandchild of 


the life insured—with relationship by 
adoption included) are of the greatest 
importance. A “declaration” on a pol- 
icy, in an instrument in writing or con- 
tained in a will, impresses the proceeds 
with a trust which rigidly ensures that 
they must be dealt with separately and 
for the absolute and personal use of the 
beneficiary and not used for any other 
purpose, not even to meet the demands 
of creditors. 


Irrevocable trusts and other gifts inter 
vivos are significant items since by a 
planned transfer of assets or system of 
gifts to a wife or children during his 
lifetime, a man can reduce his dutiable 
estate. An individual resident in Canada 
(even a United States Citizen) is liable 
for gift tax upon gifts, including prop- 
erty inside or outside Canada, totalling 
more in a year than the greater of $4,000 
or one-half of the difference between his 
taxable income for the previous year 
and the tax paid upon it. Among others, 
gifts aggregating not more than $1,000 
to an individual in a year, gifts not 
taking effect until the donor’s death and 
charitable gifts are exempt, but it might 
be noted that there is no overall life- 
time exemption here. 

However, both the Dominion and the 
Ontario Succession Duty Acts have sec- 
tions designed to prevent a man denud- 
ing his estate to avoid duty. Gifts made 
within three years and five years, re- 
spectively, before the death form part 
of his estate and are subject to succes- 
sion duty and even earlier gifts if the 
donor reserves to himself any sort of 
interest or benefit, although any gift 
tax paid is allowed against the Domin- 
ion Duty. 

It is on this latter point that difficul- 
ties arise in respect of the family home 
so often found to be held jointly or in a 
wife’s name. Here the succession duty 
valuation turns on contribution alone, 
the specious argument being that no 
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gift to a spouse of the family residence 
or of a share in it can be absolute since 
the right to remain therein stays with 
the donor. The now famous “Hommel” 
case opened one solitary breach in this 
barricade. The late Mr. Hommel took 
title on original purchase of his home 
in his wife’s name. He may have signed 
the Offer to Purchase—the point was 
never raised—but he undoubtedly pro- 
duced the funds. He was taken to have 
made a gift of cash with no reservation 
of benefit or interest. 


The Acts open the door to some ad- 
vantageous exemptions but they are not 
always fully used. One such is the On- 
tario exclusion from both the aggregate 
estate and from duty of a non-commut- 
able annuity or right to enjoy periodic 
income provided other than by his will 
and paid for by the deceased during his 
lifetime for his wife or his dependent 
parent or brother or sister or his child 
to the extent of $1,200 per annum for 
any one or $2,400 per annum among 
more than one. 


The estate planner has these and many 
others in his catalogue. He thinks of 
mortgages and the roofs over the heads 
of widows and the fatherless. He talks 
of benefits, bonds, and burdens, debts 
and incapacities, funerals and marriages, 
depreciation and designated surpluses, 
of domicile and residence, of life inter- 
ests and reversions, of life tenant and 
remaindermen, double taxation and 
quick succession relief, of assets here 
and assets there. He well can say as 
Alexander Pope once wrote— 

“A hundred other men’s affairs, 

Like bees, are humming in my ears.” 

Estate Planning is well founded in 
Canada. The Trust Companies, in parti- 
cular, have the full confidence of the 
public. All estate planners, be they law- 
yers, accountants, trust company officers 
or life underwriters, are doing their 
share to bring the benefits of proper 
Estate Planning to the knowledge of the 
Canadian man in the street. Their efforts 
are bearing fruit and there is a great 
future in the field. Our John Doe’s are 
sitting up and taking notice. In his nega- 
tive, roundabout way, the tax-gatherer 
is doing some of the prodding but the 
Canadian estate planner is providing all 
the positive action. 

a & & 

@ Ten students will attend Southern 
Methodist University next year as sec- 
ond-year recipients of the scholarship 
tuition fund established under the will 
of the late Walter B. Williams, it has 
been announced by First National Bank 
in Dallas, trustee. 
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HE UNPRECE. 

dented flow, in 
recent years, of 
U. S. private capi- 
tal into Canadian 
investments is like- 
ly to produce “un- 
expected” compli- 
cations in the 
American estate administration 
planning fields for a considerable period 
into the future. American investors, un- 
aware of any additional administrative 
requirements or any estate tax complica- 
tions resulting from such Canadian hold- 
ings, fail to seek expert tax counsel in 
order to most economically plan testa- 
mentary dispositions of such Canadian 
property. 





and 


U. S. practitioners, in order to proper- 
ly discharge their duties, are now re- 
quired to have an increased familiarity 
with Canadian concepts and systems of 
taxation and their interrelation with 
those of the U. S. This includes a work- 
ing knowledge of both the Income and 
the Estate Tax Conventions (Treaties) 
between the U. S. and the Dominion of 
Canada, and the alternative provisions 
of Sections 901 and 2014, et al, of the 
1954. Code, allowing credits for foreign 
taxes paid. Proper recognition and un- 
derstanding are essential of the Cana- 
dian succession duty acts, the operation 
and administration of the Dominion and 
the Provincial systems with their offset- 
ting credits, together with their interre- 
lation and effect through U. S. death 
taxes, on total transfer costs. 


Succession Duties and Offsetting 
Tax Credits 


In many phases the Canadian system 
of succession duties generally parallels 
our own and in other areas the basic 
concepts are so different that the U. S. 
practitioner may be struck with the 
seemingly unbelievable results. It should 
first be noted that the Canadian Prov- 

This article, written at the request of the edi- 
tors, is based upon a thesis submitted in 1956 in 


partial fulfillment of the requirements of The 
Graduate School of Banking. 
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inces of Ontario and Quebec levy their 
own separate succession duties in addi- 
tion to the duty levied by the Dominion. 
In addition, the Province of British 
Columbia exacts regular ancillary pro- 
bate fees before any property can be 
transferred within that Province and 
Quebec imposes a general 1% security 
transfer tax, but neither of these quali- 
fies as a succession duty for tax credit 
purposes. The Provincial succession 
duties paid to Ontario and Quebec are 
allowed as limited offsets (up to 14) 
against Dominion duty otherwise pay- 
able, where death occurred prior to 
April 1, 1957. In cases of death there- 
after, the mere fact that the property is 
subject to a Provincial succession duty 
will allow a reduction by one-half of the 
Dominion duty. 


The U. S., so long as its jurisdiction 
is based on citizenship or domicile of 
the decedent, allows a generally similar 
credit against its estate tax for Canadian 
duty paid by reason of property situs in 
Canada. (Canadian law does not use 
citizenship, but does base jurisdiction on 
domicile and situs.) The credit allow- 
able against the U. S. estate tax is sur- 
rounded by limitations designed to avoid 
actual double taxation. Thus, to qualify 
for such credit, the Canadian property 
must also be taxed by the U. S. and the 
amount of credit cannot exceed the low- 
er of the Canadian duty or the U. S. tax 
attributable to such property. The prop- 
erty must have both a tax-situs in Can- 
ada under Canadian law (providing jur- 
isdiction) and also a credit-situs in Can- 
ada, as determined by U. S. rules (au- 
thorizing credit). 


If U. S. credit is not allowable or is 
less than the total Canadian duties paid, 
actual increases in the aggregate death 
taxes have resulted by reason of the 
Canadian rather than U. S. situs of the 
property. Although in the minority, 
these cases are not unusual. In excep- 
tional circumstances, the increased costs 
can be exceedingly great. An under- 
standing of the importance of these situs 
rules should be much more familiar to 


U. S. practitioners than they seem to be 
at present. 


Situs Considerations 


Dominion succession duty jurisdic- 
tion with reference to American estates 
is now based on the specific rules in the 
U. S.-Canadian Estate Tax Convention, 
while Provincial jurisdiction is limited 
by constitutional restrictions and com- 
mon law rules of situs. 


The Convention rules govern both tax- 
situs and tax-credit questions, but apply 
only to Dominion duties, not those levied 
by Ontario and Quebec. 


Since 1951 the American estate repre- 
sentative has been allowed to claim an 
alternative death tax credit under the In- 
ternal Revenue Code. (now Section 
2014), if deemed more beneficial than 
any available treaty terms. These Code 
rules authorize credit for succession 
duties paid to the Provinces as well as 
to the Dominion. They are much less 
specific than those in the Convention. 
and in many cases result in entirely dif- 
ferent situs determinations, producing 
completely different tax-credit results. 


Succession Duties Generally 


Basically Canadian succession duties 
are inheritance-type taxes rather than 
estate-type, although a partial estate tax 
effect is obtained by using the ‘aggre- 
gate net value’ in determining a part of 
the finally effective rate applied to each 
individual succession. 


The entire succession duty picture 
will probably be reviewed shortly by the 
Dominion. After considerable earlier 
agitation for an estate type law, the 
Dominion Minister of Finance indicated 
in presenting his 1957 budget resolutions 
to parliament on March 14, 1957 that 
his earlier hope to introduce a bill re- 
vising the Dominion’s Succession Duty 
Act had proved impossible so it was 
necessary to amend briefly (as to charit- 
able allowances and credit for Provin- 
cial duties) the present statute. Basic 
legislative revision will most likely fol- 
low the federal elections this summer 
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and probably with a lesser emphasis on 
the purely estate type act. The direction 
and terms of this final legislation, to- 
gether with the effective date, should be 
carefully watched by American fiduci- 
aries and tax advisors. 


In 1947 the Dominion doubled its suc- 
cession duty rates and provided annual 
grants to the Provinces in return for 
their vacating the death tax field. Eight 
of the Provinces( all but Ontario and 
Quebec with their high concentrations 
of population and wealth) agreed to va- 
cate. These agreements have recently 
been extended for an additional five year 
period expiring March 31, 1962.’ Until 
that time, in addition to the Dominion, 
only these two Provinces will have to be 
dealt with individually and a credit of 
one-half the Dominion duty, will be al- 
lowed where successions are taxed by 
these Provinces. 

In the Convention, the Dominion 
agreed to consider only property situated 
in Canada under the Convention rules in 
fixing the rate of succession duty to ap- 
ply. This was a big concession. Previous- 
ly the Dominion determined its pro- 
gressively increasing duty rates by in- 
cluding in the estate of the U. S. domi- 
ciled decedent, all property whether lo- 
cated in Canada or not (except foreign 
realty). This higher rate then applied to 
all property actually subject to the levy. 
Although the Convention terminated this 
practice as to the Dominion, the Pro- 
vinces of Ontario and Quebec still follow 
this method, usually resulting in much 
higher duty rates being applied to the 
property and dispositions within their 
respective jurisdictions. 


Dominion Succession Duty 


The Dominion levies its duty on the 
fair market value of the property pass- 
ing at death and also all transfers dur- 
ing life which are related to the death 
of the decedent. The rates are made up 
of two parts—(1) ‘Initial Rate’, deter- 
mined by the ‘aggregate net value’ of the 
property passing, and (2) an ‘Addition- 
al Rate’ based upon the value of the suc- 
cession (dutiable value) passing to each 
beneficiary and the closeness of relation- 
ship to the decedent. 


‘Aggregate net value’ is determined 
for an American decedent by taking all 
Cansdian property and reportable trans- 
fers and deducting therefrom, a propor- 
tion (based on the ratio of Canadian 
property to all estate property) of the 
debi; and encumbrances, reasonable 
func :al expenses, probate fees and allow- 


a 


Sec Canadian Succession Duties Reporter, CCH 
Cana‘i:an Limited, Toronto, Ontario (1957). 
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ances with respect to quick-successions 
and, for decedents dying after March 31, 
1957, gifts to Canadian charitable organ- 
izations. The quick-succession allowance 
(50% to 10%) is a reduction in value 
of property (not a tax credit), where 
the same property was previously taxed 
in a prior estate within five years. Char- 
itable dispositions, recently accorded al- 
lowance treatment, previously caused no 
reduction in the ‘aggregate net value.’ 
No reduction is allowed for attorney 
fees, property administration expenses 
or death taxes of any kind. 


The Initial Rate determined after the 
above calculations, increases from 3% 
on a Canadian estate valued between 
$50,000 and $52,500, to a maximum of 
20% where the estate exceeds $5,000,- 
000. The Initial Rate applies to every 
taxable succession in the estate. 


‘Dutiable value’ in the case of a dece- 
dent domiciled in the U. S. includes the 
value of all property situated in Canada 
and included in a succession to an indi- 
vidual beneficiary, reduced by that bene- 
ficiary’s share of the prorated deduc- 
tions and allowances. The Additional 
Rate obtained from appropriate tables is 
influenced by both the size of a bene- 
ficiary’s share and by his relationship. 
It may vary as to each succession in the 
estate, within a range of 2% on small 
successions to Class B beneficiaries to 
34% for those over 2 million to Class C 


and D. 
The Initial and Additional Rates add- 


ed together, produce the effective rate 
applicable to the particular succession. 


Beneficiary Classifications 


The beneficiaries are classified for 
Dominion purposes into four main 
groups. In general terms, Class A in- 
cludes widows and children under age 
18 and other dependent and infirm chil- 
dren or lineal descendants. Class B in- 
cludes a husband, children’s spouses, 
parents, grandparents, and children who 


do not qualify, because of age or depen- 
dency, as Class A beneficiaries. Class C 
includes other lineal ancestors and de- 
scendants and collaterals, with Class D 
including the more remote collaterals 
and those not related. 


Exemptions 


Canadian exemptions are of two dif- 
ferent types, i.e.—estate and personal. 
For the Dominion, there is an estate ex- 
emption of $50,000. This means that suc- 
cessions in estates with an aggregate net 
value under $50,000 pay no duty at all, 
but those in estates over $50,000 have 
the applicable rates applied to all suc- 
cessions, without reduction for the $50,- 
000 exemption. In such cases, the exact- 
ness of values may become critical in 
minimizing succession duty costs. 


To eliminate such obvious inequities, 
a ‘notch provision’ has been adopted in 
the above situation to limit the duty in 
estates slightly exceeding the exemption, 
to the amount by which the estate ex- 
ceeds the $50,000. Even where applic- 
able, the notch provision exacts a duty 
of 100% on the excess over the exemp- 
tion. Furthermore, such provision is not 
universally applicable. 


The personal exemptions under the 
Dominion Act include $20,000 for a 
widow and $5,000 for each Class A 
child, with any unused portion of the 
child’s exemption available to the widow. 
A widower, on the other hand, receives 
no exemption and, as a Class B benefici- 
ary, is taxed at higher rates. Other ex- 
emptions are provided for war pensions, 
charitable and governmental gifts, etc. 
Also entirely exempt is any succession 
to any one person not exceeding $1,000. 
It should be noted that these personal 
exemptions are deducted from the duti- 
able value only when applying the rates 
of duty for that specific succession. They 
do not reduce the basic ‘dutiable value’ 
for purposes of determining the Addi- 
tional rate. 
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Both the estate exemptions and the 
personal exemptions as to American 
domiciliaries, must be prorated on the 
basis of Canadian property to all prop- 
erty in the estate. 


Provincial Succession Duties 


The statutes of Ontario and Quebec 
provide for a similar method of duty 
computation but they also include values 
of American property in determining 
the aggregate net value and the Initial 
duty rate. Both Provinces classify bene- 
ficiaries into only three groups, i.e. lin- 
eals and preferreds, collaterals, and 
strangers. Generally, the personal ex- 
emptions are lower and the rates of duty 
are lower than for comparable Dominion 
situations. Ontario also adds a surtax 
(15%, 20% or 25%) to its initial and 
additional rates, according to the bene- 
ficiary classification. From a legal view- 
point, Ontario levies on the beneficiary, 
while Quebec levies on the transmission. 


There is no credit for U. S. death taxes 
or Dominion succession duties allow- 
able against these Provincial duties, al- 
though a reciprocity agreement between 
Ontario and Quebec allows non-residents 
to pay duty for interchangeably transfer- 
able shares in either Province and ob- 
tain consents to transfer from the other 
Province without duty. 
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Administrative Considerations 


The American executor is required to 
file a Dominion succession duty return 
(Form SD1-NR) and pay the duty with- 
in six months after death. Daily penal- 
ties (rarely exacted) are provided for 
delays, together with interest at 5%. 
Canadian returns are not self-assessment 
to the degree of U.S. returns. Valuations 
of the itemized Canadian property is re- 
quired and lump-sum values for other 
property, according to types. Informa- 
tion about the size and composition of 
each individual succession is required, 
together with the relationship of the 
recipient. Certified copies of the will or 
other instruments of disposition must 
also be filed with the return and its ac- 
companying schedule of debts (Form 
SD 14). 


Thereafter, Dominion authorities com- 
pute the duty and return a notice of the 
amount due, together with a summary 
computation. Since these notices do not 
provide a schedule of the rate-tables, 
probably most Americans pay them 
without adequate rechecking. 


Careful study of the accompanying in- 
structions before completion of the 
Canadian returns is most advisable. Fed- 
eral estate tax rules and valuations can- 
not be transferred directly to the Cana- 
dian returns. Where any substantial 
Canadian value is concerned, the return 
should be prepared independently of the 
U. S. returns. Of course, Canadian real 
propery must be included, although not 
listed on other U. S. property lists. As 
previously outlined, the types of trans- 
missions taxable, the deductions, allow- 
ances, exemptions, and methods of valu- 
ation all differ from the U. S. rules. No 
alternative year-after-death valuation is 
allowed and no marital deduction is 
available. Charitable transfers are spec- 
ially treated but only for Canadian 
charities. 


The valuations for listed securities are 
as of the closing quotation on the date 
of death or the next preceeding date 
when trading last occurred. The report- 
able values are in Canadian funds, for 
U. S. property as well as the Canadian. 
This is necessary to compute proper ra- 
tios in allocating Canadian deductions 
and exemptions for American decedents. 
Because of the method of determination 
and application of Canadian duty rates, 
the ever present possibility that a small 
change in net valuation may cause a 
much greater total Canadian duty 
(which may not be entirely recoverable 
as a U. S. tax-credit), should serve as 
an incentive toward exactness in report- 


ing. 


Maximum Canadian deductions should 
always be claimed, bearing in mind that 
these do not compare with those claimed 
on the U. S. returns either as to nature 
or values in Canadian dollars. Debis 
which are secured by Canadian assets 
should be claimed directly against such 
property, thereby reducing the net value 
dutiable in Canada. Without a direct al- 
location, only a proportionate share of 
such deductions will be allowed. In cer- 
tain situations it may even be possible to 
marshal the assets and allocate them so 
as to minimize the duty by distributing 
otherwise tax-preferred property (quick 
succession) to high rate successors and 
the fully dutiable property to lower rate 
beneficiaries or Canadian charities. 

Early determination of tax-situs of all 
Canadian property is recommended so 
that available alternatives may be fully 
explored. On the Dominion return, credit 
for provincial duty should be claimed 
on Form SD 20P, even though the re- 
turn does not refer to this possibility. 
After filing the returns, appeals to the 
Dominion authorities based on valua- 
tions or disallowed deductions must be 
made within three months after notice 
of assessment was mailed. Refunds of 
duty must be claimed within one year 
of payment to the Dominion. 


Obtaining Credits 


Although Canadian duties are pay- 
able in Canadian funds, the credits 
against U. S. tax are in terms of U. S. 
dollars. Either the credit provisions of 
the Code or Convention must be elected, 
whichever is more beneficial to the es- 
tate, but there seems no prohibition on 
changing that election when the final 
audit is made on the estate tax return. 
Usually, if Provincial duties have been 
paid, the Code benefits will allow a 
greater credit, but this is not necessarily 
so by reason of the different situs rules. 
For credit under the Convention, estate 
tax adjustments must be made for pre- 
viously taxed property, but under the 
Code such adjustments are unnecessary. 
Even the regualtions now point out that 
what appears the larger credit for foreign 
death taxes may not finally be the most 
beneficial where adjustment for previ- 
ously taxed property is also required.” 
Compentent decisions in this area can 
only be made after involved mathemati- 
cal computations have been completed as 
to all the interrelated alternatives. 

If credit is not initially claimed on the 
estate return, it may be claimed under 
the Code within four years after filing 
the U. S. return, or within six years after 


2U. S. Estate Tax Regulations, Section 20.2014-4 
(a) (2). 
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decedent’s death if the terms of the Con- 
vention are elected. If Canadian situs 
was originally overlooked when filing the 
U. S. estate tax return, the Dominion 
authorities will be notified under the 
Convention agreement on reciprocal ex- 
change of information, and notice direct 
from the Dominion will follow. 


The American executor should not 
lose sight of the fact that maximum 
credit is only at the average rate of U.S. 
tax, even though Canadian property is 
effectively taxed at the highest applicable 
U. S. rates. Wherever possible, attempts 
should be made to classify Canadian 
property as realty so it will not be tax- 
able in the U. S. return. 


If Canadian property has a tax situs 
within either Ontario or Quebec, i.e. if it 
can only be “effectively dealt with” with- 
in such jurisdiction,*® then complete suc- 
cession duty returns must be filed with 
the Province(s) concerned. Again, allo- 
cations for deductions and different ex- 
emptions are necessary, but based on 
property within that Province rather 
than within the Dominion. Where the 
holdings are very small, the cost of pre- 
paring the additional returns may exceed 
the duty and may even exceed the value 
of the Canadian property itself. Small 
foreign investments should be discour- 
aged. 


In completing actual distribution of 
estate assets, voluntary transfers in the 
Provinces of Ontario or Quebec should 
be avoided if possible. A succession duty 
will be required to complete such trans- 
fers even though they might otherwise 
have been completed outside these juris- 
dictions. If the only transfer agents are 
located in these two Provinces, it may 
still be possible to determine which juris- 
diction will levy the lower duty and pay 
it there. Because of their reciprocal 
agreement, transfer can then be accom- 
plished in either Province. 


Generally, Canadian transfer require- 
ments for securities correspond with 
those of U. S. transfer agents, including 
tax waivers of the local jurisdiction(s), 
evidence of authority of the transferor 
and proof of authority for the transfer 
to the designated transferee, along with 
stock transfer tax stamps, etc. At most, 
only the tax waivers of the Dominion 
and «ither Ontario or Quebec should be 
involved for any single Canadian secur- 
ity. Real estate will have to have ancil- 
lary administration in the Canadian 
Province of situs and any Provincial 
duty will now reduce the Dominion duty 
by one-half, but neither will be allowable 


———— 
*Brossard v, Smith (1925), 1 D.L.R. 528. 
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for credit purposes against U. S. estate 
tax. 


Planning Considerations 


In addition to the inferences included 
in the comments on administration, fol- 
lowing certain principles as to business 
actions and testamentary dispositions 
will help minimize complications and 
avoid tax penalties. An American in- 
vestor in Canadian property should def- 
initely maintain his legal domicile in the 
U. S. Similarly, especially to keep Pro- 
vincial jurisdiction to a minimum, he 
should retain physical possession in the 
U. S. of all tangible personal property 
and all evidences of intangible Canadian 
values as well, including his bank ac- 
counts. 


Logically, it would seem that the con- 
verse should be recommended for a Can- 
adian citizen investing in U. S. property 
but that is not necessarily true. A weal- 
thy Canadian unquestionably domiciled 
in the U. S. and with most of his invest- 
ments in the U. S., would benefit by be- 
ing entitled to use a marital deduction on 
his U. S. return and claim credit there- 
on for any Canadian duties paid. In ad- 
dition, the Dominion rates would be 
lesser by reason of the situs provisions 
of the Convention. 


Dispositive Provisions 


In planning dispositive provisions, be- 
cause of the inheritance type duty, maxi- 
mum use should be made of the Cana- 
dian exemptions and gifts to benefici- 
aries in the preferred classes. Spreading 
gifts to family members rather than to 
the head of the family can minimize total 
transfer costs. 


Generally, provisions for Canadian 
charities should be satisfied with specific 
Canadian property. As a result, it is ex- 
empt in Canada and the U. S. also allows 
a charitable deduction under Section 
2055 of the 1954 Code. On the other- 
hand, Canadian property should not be 
given to a U. S. charity, since the Do- 
minion (and Provinces) will then levy 
on it at the highest rates and no U. S. 
credit will be available. Wherever possi- 
ble, specific disposition of Canadian 
property should be provided to named 
beneficiaries in order to avoid the com- 
plicated mathematics necessary when the 
property is prorated and taxed by Can- 
ada as if a portion went to every benefi- 
ciary under the will. Even a pooling of 
Canadian property could be provided, 
out of which specific bequests could be 
made (within the Canadian exemptions 
insofar as possible), with the remaining 
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balance to a lower rate beneficiary or a 
Canadian charity. 


The U. S. marital deduction for a sur- 
viving spouse should be treated com- 
parably to a U. S. charitable deduction. 
Inclusion of the Canadian property for a 
marital deduction results in a zero U. S. 
credit and the required Dominion and/ 
or Provincial duties produce a direct 
increase in total costs of transfer. In or- 
der to exclude Canadian property from 
the U. S. marital deduction, it should 
preferably be given specifically to named 
beneficiaries, excluding the _ spouse. 
Where use is made of the familiar quali- 
fying and ‘non-qualifying trusts, provi- 
sion that all property with a Canadian 
situs (to the extent possible) be allo- 


cated to the non-qualifying trust, will 
about double the maximum limit on al- 
lowable credit. 


Canadian Real Property 


Because Canadian real property is ex- 
empt from U. S. estate tax (although not 
from U. S. gift tax), serious considera- 
tion should be given to such investments 
in certain circumstances. Ownership by 
American decedents produces the tax 
effect of splitting the estate between two 
taxable units. Where each applies pro- 
gressively increasing rates, the result is 
far better than merely claiming full 
credit against U. S. estate tax for Cana- 
dian duty paid. Furthermore, a_pur- 
chase of Canadian realty could be made 























11,000,000 HEIRS TO ONE WILL 


In 1896 Col. Griffith J. Griffith presented the rolling 

Los Feliz Hills to the city of Los Angeles for a park to 
bear his name, and under his Will created a trust for 

the park’s future development. Outstanding gift from this 
fund is the Griffith Park Observatory, constructed by 

this Bank as Trustee under Colonel Griffith’s Will. It has 
been visited by some 11 million persons since its 


dedication in 1935. 


The Observatory’s opening came 32 years after the 
Security-First National Bank set up its Trust Department 
in 1903. In the half century since, more and more 
Southern Californians have come to Think First of 
Security-First for competent, experienced Trust service. 
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immediately prior to death, since it is 
not a reportable transfer under the U. s 
contemplation of death concepts. 


Within limits, Canadian realty shoul:! 
be considered as a preferred type of in- 
vestment for very wealthy U. S. citizens 
and domiciliaries, especially those with 
no other Canadian assets, those with 
very short life expectancies and those in 
very high estate tax brackets because iio 
marital deduction is available and no 
charitable deduction is desired. The |o- 
cation of such real property outside the 
Provinces of Ontario and Quebec would 
be desirable if the Provincial duty pay- 
able exceeds one-half the Dominion duty 
otherwise due. The benefits in each case 
would depend on the particular facts. 


To qualify as exempt realty, a fee sim- 
ple absolute is not necessary. Twenty- 
one year leases on Canadian timber land 
have so qualified, and mortgage inter- 
ests may qualify.° Even oil and mineral 
extractive contracts might be so drawn 
as to qualify. The law of situs (Canada) 
determines the nature of the property.® 


A Canadian real estate corporation 
could be liquidated, changing the invest- 
ment into the underlying Canadian real- 
ty. It might also be found that a sup- 
posed corporation was never properly 
organized (de facto), in which case the 
Canadian real property should be ex- 
cluded from the U. S. return. 


NRO Investment Corporations 


Selectiveness in making Canadian in- 
vestments can minimize exposure to Pro- 
vincial succession duties. The Non-Resi- 
dent Owned investment corporations, 
creatures of a special Canadian statute, 
operate with a minimum of both Cana- 
dian and U. S. income tax burdens and 
offer specialized and diversified oppor- 
tunities to participate in the Canadian 
economic expansion, but at the same 
time avoiding Provincial succession duty 
questions by maintaining transfer agen- 
cies in the U. S. 


‘Laird v. U. S. 
F. Supp. 931. 


(1953), 53-2 USTC 10,926; 115 


5See Dwight Hightower and Lajos Schmidt, “A 
Tax Incentive for Individual Foreign Investment,” 
Taxes, The Tax Magazine, January 1956, Vol. 34, 
No. 1. 


8Fair v. Comm. (1937), 37-2 USTC 9,326; 91 F. 
2d 218. 
Da B&B A 


@® Henry W. Brockenbrough, assistant 
trust officer; was the principal speaker 
at the annual convention of The Mutual 
Insurance Agents Association of Vir- 
ginia and District of Columbia held at 
Virginia Beach on May 13. His topic 
was “Wills and Trusts.” 
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WHAT'S HAPPENING AT GOODYEAR—NO. 5 OF A SERIES 


Valve Coating ...Or Raincoating 








Through chemistry, Goodyear provides 
countless kinds of needed protection 


Safeguarding valves and other equipment in the 
petroleum industry is one of the many important 
jobs done by products made from Chemigum Rub- 
ber. Protecting the finery of pretty young misses 
caught in rain storms is one of the many important 


jobs done by Vinylfilm. 


Protective products by Goodyear are almost as 
numerous and varied as the markets that buy them. 
For example, Pliolite and Pliovic Latices and Plio- 
flex Rubber goods are extensively used by companies 
in every field from automobiles to textiles. Other 
well-known products made by Goodyear are carefree 
Vinyl Flooring, Neolite for attractive. durable soles 
and heels, Vitalon for luggage and handbags. Plio- 
film for transparent packaging of food and non-food 


products, and Vitafilm for textile and hard goods 
packaging. 


Wherever you look, you see the practical results of 
Goodyear research. The company’s vast range of 
products comprises tires . . . industrial rubber goods 
--- aviation and aircraft products . . . foam products 
... films and flooring . . . chemicals . . . shoe prod- 
ucts . . . metal products . . . and many more, for 
steadily expanding markets on every continent. 


TODAY... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Chemigum, Neolite. Pliofilm, Plioflex, Pliolite, Pliovic , Vitafilm, Vitalon —T. M.’s The Goodyear Tire & Rubber Company, Akron, Ohio 
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ANKING IN CANADA IS TRADITIONALLY 
B separate from the trust company 
businss but both are characterized by a 
branch office system. Unlike the system 
prevailing in the United States, banks do 
not perform trustee services for indi- 
viduals and corporations and trust com- 
panies do not engage in commercial 
banking. Neither is permitted to trespass 
in the business field of the other with 
the execption of accepting savings ac- 
counts, renting safety deposit boxes, is- 
suing travellers cheques and providing 
other minor collateral services. In addi- 
tion, banks received authorization two 
years ago to lend on government insured 
first mortgages. 

The background of this separation of 
trust from the banking business derives 
from the political division of responsi- 
bilities as well as historical factors. In 
Canada, banking law is a Federal mat- 
ter and it is possible for institutions in 
this field to be country-wide in scope 
with practices which are almost identical 
in all provincial jurisdictions. The trust 
business has grown up with local char- 
acteristics because it is considerably reg- 
ulated by provincial legislation on trust 
matters. While trust companies open 
branches on their own initiative, the 
branch office system of the trust compa- 
nies has developed to a considerable ex- 
tent from the amalgamation of local trust 
institutions into the stronger nation-wide 
companies. 


How Head Office Aids 


This “federation” of various local in- 
terests provides the most direct compari- 
son with American institutions. Just as 
the States of the Union have given over 
various sovereign rights to a central 
Federal government, so the local Cana- 
dian trust company surrenders to its own 
Head Office those matters which are bet- 
ter controlled by a “federal” company 
authority. 

The Head Office exercises strict con- 
trol in accounting procedure and pro- 
vides a system of records which must be 
handled in a uniform way for integration 
in the Head Office ledgers or statistics. 
The central office formulates general pol- 
icy, provides control in audit matters 
and establishes the basis for supervision 
of personnel. 
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TRUST Business VIA BRANCHES 


G. GORDON BRYCE 


The Head Office also gives direction to 
those aspects of the trust business which 
require watching on what might be 
called a commonsense basis; cash ad- 
vances to estates, rules to guard against 
mixing of cash or securities between es- 
tates, and precautions regarding secur- 
ity. 

There are numerous obvious benefits 
provided by a central office of a federal 
character. An Investment Committee of 
the Board of Directors drawn from lead- 
ers in the business world across the 
country as well as executives of the com- 
pany, provides a vital and extensive 
source of information in selecting se- 
curities. The programmes of liquidation 
and reinvestment are laid down for in- 
dividual estates and general principals 
are also promulgated for the guidance 
of branch managers in those fields where 
local discretion is permitted. 


The Head Office system effects impor- 
tant savings in executive salaries and 
managerial costs, eliminates duplication 
of costs in the production of advertis- 
ing material and business development 
techniques and serves as a focal point 
for collecting, appraising and distribut- 
ing information about all phases of com- 
pany operation. A nation-wide organiza- 
tion is in a position to offer a number of 
services that frequently extend beyond 
those within the range of a company 


Inspector of Branches, Canada Permanent Trust Co., Toronto, Ontario 


operating in a restricted area and the 
prestige of the national institution brings 
a readier acceptance of its services, 


Advantages in Borrowing and 
in Stock Transfers 


Canadian trust companies are able to 
borrow money by the issue of guaran- 
teed investment certificates to the public 
and may accept savings funds on de- 
posit in accounts which are subject to 
withdrawal by cheque. It has been re- 
peatedly found that a nation-wide com- 
pany with several branches can borrow 
in this way at a lower rate than a local 
company. As the return obtainable on 
investments is the same for large and 
small companies, there is a hard squeeze 
on the small company and the branch 
system once again provides its merit. 


Another aspect of the trust company 
business which gains from the branch 
system is that of transfer agent and reg- 
istrar. When a company can offer branch 
offices in the various Provinces it has a 
competitive advantage over the small 
company in transfer agency business. 
Stock issues which are traded in several 
centres may be transferred through the 
local branch which each day advises the 
branch maintaining the transfer ledgers. 
In this way the slower and costlier pro- 
cedure of mailing certificates to a cen- 
tral transfer office by brokers is avoided. 








Photo from Photographic Survey Corporation Ltd. 
Niagara Falls has given its name to the Canadian city (right) standing at one end of 
Rainbow Bridge, which links Canada and the United States. 
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Local Autonomy 


It should be emphasized that the 
branch office in the case of a majority of 
the companies, is autonomous and is not 
in any sense an agency whose records 
must be duplicated at a central point. 
The branch office is the operating unit 
and business is conducted at that point 
largely without reference to the Head 
Office. The control is exercised by two 
methods: Head Office holds the purse 
strings on new investments and has trav- 
elling inspectors who visit the branch 
several times a year. 

On these visits the inspector goes 
through the procedure of an audit of af- 
fairs existing at the time of his arrival, 
counts cash, inspects all bonds and stocks, 
checks insurance coverage wherever nec- 
essary, and obtains certificates for bank 
deposits and assets held outside the of- 
fice. He sees that the books are in good 
order and in this way not only inspects 
branch business but checks the work of 
the auditors. His inspection extends to 
an examination of the records and con- 
ferences with the staff to determine whe- 
ther day-to-day procedures are being 
followed satisfactorily, and finally he in- 
itiates a check of basic documents. Wills 
and trust documents are read to see if 
the company’s obligations are being 
properly carried out and the scale of fees 
in use is examined and checked. Final- 
ly, the inspector acts as a liason between 
Head Office and the branch manager and 
staff in discussing problems affecting 
technical procedure and personnel, and 
in general fosters friendly relations be- 


tween the branch and Head Office. 


Two-Way Communication 

Typically a trust company will have 
a dozen or so branches spread across 
the country: each branch is fully staffed 
(usually with one or more legally 
trained members among the employees) 
offering full facilities including a safety 
deposit vault. Only recently have experi- 
ments been tried in opening offices with 
restricted facilities. The dozen trust 
branches compare with 500 branches of 
the typical bank. 


The local manager naturally receives 
the backing of Head Office both in his 
dealing with the staff and the public. He 
in turn must act on the advice of local 
lawyers and has the responsibility of ex- 
ecuting Head Office directions and ad- 
vising Head Office on the reaction which 
1s obtained from people in the locality 
to policies which are nation-wide. 

In addition to the inspection trip of 
the inspectors, the branches are visited 
Periodically by Head Office executives 
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including the General Manager and from 
time to time branch managers journey 
to Head Office to discuss problems of 
particular importance to keep alive their 
association in those quarters. In a coun- 
try the size of Canada the branch sys- 
tem has proved to be of exceptional 
value by bringing to many communities 
a standard and range of services that 
otherwise would not be made available. 
A A A 
@ W. Harry Bloor, trust officer, Trenton 
(N. J.) Trust Co., was honored recently 
at a dinner given by fellow-officers on 


observing his 50th anniversary with the 
bank. 


HARTFORD NATIONAL TO OPEN 
Trust BRANCH IN WEST 
HARTFORD 


Hartford National Bank and Trust Co. 
will open in September a fully-equipped 
Trust Department in its new West Hart- 
ford Center Office. In charge will be 
Henry E. McCone, vice president and 
trust officer, who has been engaged in 
trust work for the bank for thirty-two 
years. With him will be assistant trust 
officers Alice G. Conway and John H. 
Stearns. 


Hartford National now has Trust De- 
partments in its West Hartford, Wind- 
sor, Middletown, and New London Of- 
fices. 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 
range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Ancillary Administration 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
. on all fiduciary matters affecting Illinois property. 


Chicago Title 


x . °. 111 West Washington Street 
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Hopscotching the World 








Foreign Death Duties 


C. D. PAXTON 


Assistant General Manager, The Royal Trust Company, Montreal, Quebec 


HE TITLE OF THIS ADDRESS IS “For- 
eign Death Duties” or, “Around the 
World in Twenty Minutes.” 


The Managing Editor of the Trusts 
AND Estates Magazine wrote implying 
that he hoped I would not have much 
to say on United States taxation as 
someone else was going to say it about 
the same time (and probably much bet- 
ter). As our subject is Foreign Death 
Duties, I was delighted to have the 
letter as it seems that in some parts of 
the United States, Canada is still re- 
garded as a Foreign Country. 


United States 


So we will pass lightly over the United 
States, merely pausing to say that there 
are Death Duties, in that otherwise 
enlightened country, both Federal and 
State. The requirements on the death of 
a Canadian holder of United States in- 
vestments are not too onerous. Provided 
that the holdings are in negotiable form, 
either bearer or registered in the name 
of a broker or a nominee and endorsed 
in blank, the formalities are restricted 
to the lodging of a Return and paying 
taxes to the United States Federal Estate 
Tax authorities. Most, if not all, of this 
tax can be deducted from Canadian 
Federal Succession Duties through the 
application of the Convention between 
the two countries for the avoidance of 
double taxation. 


The situation is somewhat different 
if the securities are not in negotiable 
form as it may then become necessary 
to deal with State Inheritance Tax 
authorities in addition to the Federal 
authorities. If this be necessary, State 
tax being payable, it could not be set 
off in Canada as there is no reciprocal 
arrangement between any of the States 
comprising the United States of America, 
and Canada, or between those States 
and Canadian Provinces. 


Address before annual meeting of Trust Com- 
panies Association of Canada, April 28, 1957. 
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United Kingdom 


In the United Kingdom the imposi- 
tion of Death Duties is a hoary headed 
institution as the estates of deceased per- 
sons have been taxed since feudal times. 
Like Macbeth, the great age of taxation 
has brought it “no troops of friends” 
but unlike Macbeth, the curses that fol- 
low in its train are both loud and deep. 
This is particularly true in the United 
Kingdom where in recent years Death 
Duties have become a weapon enabling 
Governments to pursue their political 
and social ideologies. In 1946 the then 
Chancellor of the Exchequer said that 
a moderate inheritance was a reasonable 
provision for the widow and dependents 
of a deceased, but that an immoderate 
inheritance served no good social pur- 
pose and, in fact, looked somewhat “un- 
seemly” in these modern days. So, 
estates up to £2,000 were relieved of 
Estate Duty, estates between £2,000 and 
£7,500 paid at reduced rates and un- 
seemly estates over £12,000 suffered 
taxes at increased rates. In 1949, a new 
but like minded Chanceller said there 
was still a degree of inequality in the 
ownership of property which might well 
be the subject of further adjustment, and 
so Estate Duty rates were increased 
again. mostly in the upper brackets. 
The top rate was, and is, 80%. 


The United Kingdom has seen five 
Death Duties imposed on the value of a 
deceased’s estate regardless of its des- 
tination, Probate Duty, Account Duty, 
Temporary Estate Duty, Estate Duty 
and Settlement Estate Duty, and two 
Duties imposed on the benefits received 
by the Successor, Legacy Duty and Suc- 
cession Duty. In 1894 five different kinds 
of Death Duty were in force at one and 
the same time. Reforms were indicated 
and all duties were repealed except 
Legacy Duty and Succession Duty, the 
same duty on different benefits, and a 
new Estate Tax was added. The top rate 
of Estate Duty was 8%; it is now 80% 
as we have seen. 


In these days when the relative merits 
of Estate Duty and Inheritance Tax are 
under consideration, it may be inter- 
esting to remember that in 1894 the 
Chancellor of the Exchequer said that 
the right to dispose of one’s property at 
death was a pure creation of law and 
that, therefore, the State had the right 
to determine the conditions and limita- 
ions under which the power should be 
exercised. Thus was justified the prin- 
ciple of taxing the undivided estate and 
ignoring the peculiar claims of the bene- 


ficiaries. In 1894! 


In 1949 Estate Duty, Legacy Duty 
and Succession Duty were consolidated, 
not in the interests of equity but be- 
cause of administrative convenience, so 
that now only Estate Duty remains. 
Estates with aggregate net values not 
exceeding £3,000 are duty free, on those 
not exceeding £10,000, a modest 4% 
is charged but then the rate rises steeply 
to 80% on estates over a million pounds, 
if any. 


It should be remembered that in the 
United Kingdom the principle is that 
what is not aggregable is not taxable so 
that in the case of a Canadian domiciled 
estate with British assets, the rate of 
Estate Duty is determined by the value 
at the date of death of assets within ihe 
United Kingdom less liabilities there. 
The value of Canadian or other assets 
does not enter into the picture. It is also 
useful to know that there are eight Brit- 
ish Government Stocks which do not 
attract Death Duties when the owner, 
or deceased life tenant, is domiciled and 
resident outside the United Kingdom. 
Under the same conditions the interest 
paid by some of them is exempt from 
British Income Tax. 


There is an agreement between Can- 
ada and the United Kingdom for the 
avoidance of double taxation and the 
prevention of fiscal evasion — as if 
anyone would wish to avoid his lawful 
liabilities! The underlying principle is 
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that death duties on the whole estate, 
except real estate abroad, are paid to 
the country of domicile, a credit being 
allowed subsequently on proof of duties 
paid in the other contracting country. 
Pursuant to Orders in Council, similar 
provisions for the avoidance of double 
taxation exist between the United King- 
dom and most of the Provinces. 


West Indies 


As nowadays Canadians are showing 
increasing interest in the West Indies 
and, for good and lawful reasons, are 
acquiring property there, it may be in- 
teresting to consider the Death Duty 
position. The West Indian Islands 
stretch for some 2,000 miles and have 
an infinite variety which is reflected in 
attitudes towards taxation. As Federa- 
tion is impending, difficulties are many. 
Some attempt at unifying the different 
codes and tax assessments must be made, 
but it will not be easy for there are wide 
variations among the islands. 

In the Bahamas there is a Probate 
Duty assessed under a Registration of 
Records Act, with a flat rate on person- 
alty over £500 within the island. Real 
estate within the island and personalty 
elsewhere are not assessed at all. Real 
Estate may be freely owned by non- 
residents and in the case of purchases 
by residents of a dollar area, it is well 
to consider the advisability of regis- 
tering them with the Foreign Exchange 
Control so as to obtain Free Sterling in 
case of subsequent sales. No death duty 
is payable on property passing in a 
Settlement; if no Grant of Probate is 
necessary, no Duty is payable, even in 
the case of a reversion to the settlor. 

In the Leeward Islands including An- 
tigua and St. Kitts, there is no Estate 
Duty, Legacy or Succession Duty, but a 
stamp tax which rises to 14% on estates 
of £80,000 and to 15% on all over that 
figure. In other islands there are varying 
concessions. For example, in Dominica 
personalty abroad and realty at home 
or abroad are not assessed, and in St. 
Lucia, where the laws are mainly of 
French origin, a Succession Duty is as- 
sessed which rises to 25% on estates 
in excess of B.W.I. $385,000. In Jamaica 
and Trinidad the taxing laws are more 
familiar to us. 


_ This passing glance at the West Indies 
is sufficient to show that the Fathers of 
Federation have an interesting time 
ahead, especially as the present intention 
seems to be to establish a fixed scale 
for all parts of the Federation. 


Venezuela 


While we are down that way we may 
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well look briefly at Venezuela where 
Death Duties are assessed on a strictly 
nationalistic basis. Only assets physically 
situated in Venezuela are subject to Suc- 
cession Duty, regardless of whether the 
deceased was domiciled in Venezuela or 
not. Assets outside the country are not 
aggregated for the purpose of fixing 
rates of Duty, which is levied on a slid- 
ing scale and varies with the degree of 
relationship between the beneficiary and 
the deceased. 


There are four classifications as to 
degrees not very dissimilar to our own, 
but there the similarity ends, as the 
rates are very low, the maximum for a 
Class Four beneficiary being 30% at- 
tained at around $1,250,000. The high- 
est possible rate for an ascendant, de- 
scendant or spouse, is 13%. 


Africa 

Heading east we arrive 
breathlessly in the Union of South 
Africa and doubtless feel at home im- 
mediately, as another of those delightful 
Agreements for the avoidance of double 
taxation and the prevention of fiscal 
evasion exists between our two coun- 
tries. The Union has an Estate Duty 
which climbs from 1% where the duti- 
able estate does not exceed £6,000 to 
15% on estates of £50,000, with 25% 
on the amount by which the dutiable 
amount exceeds £50,000. Widows and 
orphans are generously treated and an 
allowance is granted for rapid succes- 
sions; if the second death takes place 
within three years, the dutiable value of 
the property passing is reduced by a 


somewhat 


minimum of 20% and a maximum of 
100%. 

The terms of the Agreement for the 
avoidance of double taxation are similar 
in principle and scope to those with 
which we have been longer acquainted. 


To the north are the member Terri- 
tories of the Central African Federation, 
Northern Rhodesia and Nyasaland and 
it is interesting to note that although 
they are one for administrative pur- 
poses, there are essential differences in 
the laws relating to deceased estates. 
Both have an Estate Duty which in the 
case of Northern Rhodesia ranges from 
1% to a modest 10% but which in 
Nyasaland climbs to 40% on _ estates 
over £750,000. In Northern Rhodesia 
only half the scheduled rates of Duty 
apply on the first £10,000 if the estate 
is inherited by the surviving spouse. In 
both Territories the Commissioners of 
Inland Revenue charge a handsome fee 
of £1 if the dutiable value of the estate 
is less than £2,000. 


Southern Rhodesia calls for special 
mention." Estate Duty is payable only 
if the estate exceeds £15,000 and is cal- 
culated as follows. I quote ... “The 
rate of Estate Duty chargeable upon 
each pound of the dutiable amount shall 
be arrived at by multiplying £.0003 by 
a number equal to the completed one 
hundred pounds contained in the duti- 
able amount, any amount in the dutiable 
amount which does not form part of 
a completed one hundred pounds being 
regarded as one hundred pounds.” The 
maximum rate is 1214%. 
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Australia 


Arriving rapidly in Australia we find 
ourselves once again very much at home 
as the citizens of that country have the 
inestimable advantage of being guided, 
protected, and taxed by a multiplicity of 
governments. 


Western Australia has a Probate Duty 
which sounds somewhat strange to our 
ears. It varies according to the rela- 
tionship of the beneficiary to the de- 
ceased unless the value of the estate 
exceeds £10,000 when the quoted rates 
are common to all classes of beneficiar- 
ies. Up to £10,000 the rates also depend 
upon whether the beneficiary is a resi- 
dent of Western Australia or not. 


Northern Territory has a Probate 
Duty at the rate of 5/— for every £100 
of dutiable estate (144 of 1%) plus a 
Succession Duty which varies with the 
amount of the benefit and the relation- 
ship between the beneficiary and the de- 
ceased. 


South Australia has a Succession Duty 
with rates varying according to the 
amount of the benefit and the relation- 
ship between the beneficiary and the 
deceased. 


Queensland has a Probate Duty and a 
Succession Duty, the former being 1% 
of the Dutiable Value of estates exceed- 
ing £300. Succession Duty rates vary ac- 
cording to whether the Successor is 
domiciled in the Commonwealth of 
Australia or not. 


New South Wales has a Succession 
Duty with some interesting features. No 
duty is payable on estates of deceased 


members of the forces if death takes 
place within one year of the end of 
hostilities and as a result of active ser- 
vice. On the cessation of a life interest 
the estate passing is assessed as a separ- 
ate estate and is not aggregated with the 
deceased life tenant’s free estate for duty 
purposes. Legislation provides for mar- 
ginal relief and for differences in con- 
cessions and rates depending on whether 
the estate is domiciled in New South 
Wales or not. 

Victoria has a Probate Duty assessed 
against all real property in the State, 
personalty wherever situated if the de- 
ceased was domiciled in Victoria, gifts 
of personalty made within three years 
of death and gifts of realty within the 
State if made within three years of 
death. The deceased’s beneficial . inter- 
est in a joint holding is assessed except 
for his interest in the matrimonial home, 
if jointly held — an interesting feature. 
Victoria seems to know quite a bit about 
assessing Death Duties. 

Tasmania’s death duty varies with the 
value of the estate and the relationship 
between predecessor and successor. It 
exempts charitable bequests and up to 
£10,000 from the estates of ex-service- 
men dying on active service. Rates of 
duty climb to 30%. 

New South Wales and South Australia 
alone amongst the States have provided 
relief for rapid successions. 

And then, of course, there is Com- 
monwealth Estate Duty assessed against 
all Australian domiciled estates. Death 
Duties paid to the States are not de- 
ductible from Commonwealth Estate 
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Duty but are a good deduction against 
the net value of the estate for Estate 
Duty purposes. Rates of duty have re. 
mained unchanged since 1941 and vary 
between 3% and 27.9%. 


New Zealand 


And so we come to our last port of 
call, New Zealand, a country where the 
Public Trustee has reigned supreme 
amongst Trust Corporations for some 
seventy years. So esteemed is this gen- 
tleman that he receives an honour- 
able mention in the Estate and Gift 
Duties Act of 1955, being specifically 
excluded from giving any security for 
his administration; moreover, the Com- 
missioner of Inland Revenue may issue 
the Grant to him before payment of 
Estate Duty. 


Prior to 1955 New Zealand had Estate 
Duty and a separate Succession Duty, 
but now there is a single levy ranging 
from 4% to 40% with rebates for 
widows and children, estates of deceased 
members of the armed forces, and for 
quick successions. This last allowance 
is a deduction from Duty. 


It is interesting to note that Sections 
87 and 88 of the Act deal specifically 
with the estates of Maoris, the country’s 
aborigines. This is not the place to ge 
into detail, but it can be said that the 
Maoris receive concessions both as to 
what is dutiable and the duty payable — 
a stimulating thought. 


I think we have seen enough to realize 
how thoroughly taxation in the Death 
Duty field has been exploited, to the 
sorrow of the taxpayer. But lest we 
should think this sorrow is of recent 
origin, mark the words written some 
150 years ago by Sydney Smith, the fam- 
our English divine and wit: 


“The schoolboy whips his taxed top; 
the beardless youth manages his taxed 
horse, with a taxed bridle on a taxed 
road; and the dying Englishman, 
pouring his medicine which has paid 
seven per cent into a spoon that has 
paid fifteen per cent, flings himself 
back upon his bed which has paid 
twenty-two per cent and expires. His 
whole property is then taxed from 
two to ten per cent. Besides the pro- 
bate, large fees are demanded for 
burying him in the chancel; his vir- 
tues are handed down to posterity on 
taxed marble and he is then gathered 
to his fathers to be taxed no more.” 

A & A 

@ A record book was discovered this 
month that showed the first president of 
the United States was £9 delinquent in 
his local (Alexandria, Va.) taxes for 
1794. He paid the tax in 1795, plus £15 
more assessed that year against his 
estate which was valued at £1,500. 
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Only STEEL can do so many jobs so well 


For A Tough Grind. This mill is used to grind the highly abrasive, low-grade iron ore called Taconite. Rolled Steel 
Plate Lining, bolted to the inside surface of the large revolving cylinder, lifts and tumbles the load and also protects 
the shell from the grinding action of the steel rods and the ore. This lining, especially made for such service, processed 
1,100,000 tons of Taconite—another outstanding performance of USS Lorain-Rolled Plate Linings. 


Homemade Bread, In A “Tin” Steel 
Pan Commercial bakers, who can af- 
ford and demand the finest, say that 
‘tin” bread pans give them a bigger, 
better loaf of bread. These “tin” pans 
are actually made from steel sheets, 
coated with a thin layer of pure tin. 
USS Tinplate, we call it. You can buy 
pans of this type at any department or 
variety store. 
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done with steel. This is an 83-foot-high dome for a potash storage building that will 
be covered with steel sheets. This complicated structure was prefabricated and 
erected by American Bridge Division of U. S. Steel. 


UNITED STATES STEEL 


AMERICAN BRIDGE . . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . . COLUMBIA-GENEVA STEEL 
CONSOLIDATED WESTERN STEEL... GERRARD STEEL STRAPPING .. . NATIONAL TUBE .. . OfL WELL SUPPLY 
TENNESSEE COAL & IRON... UNITED STATES STEEL HOMES . .. UNITED STATES STEEL PRODUCTS 
UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 


SEE THE UNITED STATES STEEL HOUR. It's a full-hour TV program presented every 
other Wednesday evening by United States Steel. Consult your newspaper for time and station. 7-812 
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TRUST NEW BUSINESS DEVELOPMENT IN CANADA 


ANADIAN TRUST COMPANIES HAVE 

been well aware that customers do 
not Gome in uninvited. The rising wealth 
of individuals and the increased activity 
of corporations will only benefit the 
corporate fiduciaries if they persistently 
educate the public and frankly ask for 
the business. Results of a survey of ad- 
vertising and public relations activity 
conducted by Trusts AND EsTaTEs show 
that the trust companies, in the main, 
are on the job publicity-wise. Reports 
received on recent advertising and public 
relations programs are summarized here 
in an attempt to give an over-all picture 
of the kind of approach the Canadian 
companies are making to the public. 


Trust Companies Association of 
Canada — A fifteen page pamphlet of 
“Questions and Answers about Canada’s 
Trust Companies” has been so popular 
that repeated requests for copies ex- 
hausted the Association’s supply and an 
additional 15,000 copies have been 
ordered by member companies. The 
booklet seeks to answer the basic ques- 
tions of what a trust company is, what 
it does, and what it can do specifically 
for the reader or his company, This is 
broken down into many shorter ques- 
tions and answers and is illustrated with 
line drawings. Its practical approach 
can be exemplified by the section on 
executor and trustee fees. Explaining 
that these are based on the services 
rendered and the responsibilities as- 
sumed, the editors have included actual 
fees recently allowed in seven estates 
and trusts of differing composition and 
duration. 


British Canadian Trust Co., Leth- 
bridge, Alta. — Among its publicity 
methods, this company devotes sev- 
eral pages of its annual report to the 
description of its services, with pictures 
of officers in each department. The trust 
department page, besides describing 
estate management and estate analysis, 
and listing other services, has a com- 
mendable emphasis on immediate busi- 
ness through Living Trusts. “An educa- 
tional Trust Fund for children,” it points 
out, “‘a marriage settlement, or a retire- 
ment fund for yourself, if created while 
you are solvent, and if made irrevocable, 
cannot be reached by future creditors.” 


Canada Trust Co., London, Ont. — 
The importance of personal counselling 
for beneficiaries has been the theme of 
some recent advertising by this com- 
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pany, using such headings as “Money 
is no Substitute for Counsel”, “Stocks 
and Bonds Can’t Give Advice” and “A 
Savings Account Won’t Listen”. Both 
text and pictures stress the problems of 
adolescence and the recognition by the 
company’s officers that advising bene- 
ficiaries is just as much part of their 
duty as managing their money. 


Another recent ad quotes from the 
Canada Trust Bulletin to present the 
subject of “Pensions for All”. A booklet 
by this title, offered in the ad, explains 
the 1957 amendment to the Income Tax 
Act permitting self-employed the same 
tax advantages as employees for retire- 
ment savings, and presents the com- 
pany’s two Investment Plans (fixed in- 
come and equity). It is illustrated with 
line drawings depicting the delights of 
retirement. 


The Bulletin is considered by the com- 
pany to be its most effective public re- 
lations program. Started in 1947 as a 
“Confidential Release for Senior Off- 
cers’, its purpose was educational and 
in 1948 topics included “Succession 
Duties — Situs of Assets Held in Trust”, 
“Taxes on Gifts Made During One’s 
Lifetime” and “Personal Corporations”. 
Company directors and members of ad- 
visory boards were added to the list, 
and suggestions from these led to a 
much wider circulation. In its present 
form of a one-page monthly letter, the 
Bulletin is prepared by a committee of 
five consisting of the Secretary (a law- 
yer), the Trust Consultant, the Tax 
Consultant, the Manager of the Main 
Branch, and the Advertising Manager. 
Mailing lists are prepared in_ the 
branches. Newspaper editors are in- 
cluded in all lists, with extra copies to 
financial editors of large papers, from 
which has come much invaluable pub- 
licity. Favorable comments from lawyers 
are frequent and many will appointments 
have resulted. Branch managers have re- 
ported people coming in to ask further 
information on subjects presented in the 
Bulletin. The committee and the execu- 
tive officers of the company are firmly 
convinced that the results warrant the 
time and money expended. 


Crown Trust Co., Toronto — A recent 
addition to the publicity program of 
this company is an 8-page folder describ- 
ing its Pension Savings Plan for In- 
dividuals, set up under the 1957 amend- 
ment to the Income Tax Act. The folder 


explains the law and the company’s | 
establishment of two Investment Plans | 
— a balanced fund and an equity fund, | 


It presents the advantages and also | 
the disadvantages of participating, and | 


includes tables of tax savings, approxi- 
mate annuity purchased by $100 an. 
nual deposits (beginning at ages 30 
to 55), and approximate annual contri- 
butions needed to produce a life annuity 


of $1200 for males at age 65 (also be- 


ginning at ages 30-55). 
Eastern Trust Co., Halifax, N.S. — 


In the past few years this company has | 


stressed personal contact by managers | 
rather than newspaper advertising. The 
annual report has been improved and 
embellished as a good public relations 
approach. In 1956 and 1957 those on 
the mailing list received a copy of 
Canadian Pocketax, a concise booklet 
outlining the provisions of the Income 
Tax Act and the Succession Duty Act. 
This distribution was supported by ad- 
vertising in several of the centers where 
the company operates east of Montreal. 
A surprising number of inquiries were 
received and contacts made through this 
effort. 


Guaranty Trust Co., Toronto — Re: } 
cent advertising by this company in- | 
cludes a boost for the attorneys. “L is 
for Lawyer,” the ad reads, “a good man 
to know when drawing up wills or other 
legal documents. We have always sub- 
scribed to the principle that solicitors 
— and only solicitors — have the exclu- 





sive right to perform work in the nature |f 


of legal services . . .” Another ad hits at | 
procrastination, telling the reader, “Plan | 


your estate now! To make sure your | 
family will benefit as you desire, do [ 


your planning now.” A year end ad, be: | 


sides comparing dollar figures, observes : 


iF 





that “More than 17,000 customers have 
named Guaranty Trust executor in 
their wills” and explains that it costs no 
more to have the company as executor. 


Windows are used for display pur- 
poses at Guaranty, drawing considerable 
attention and a certain amount of new 
business. 


Montreal Trust Co. — In newspaper! 
across Canada a standard form of ad 
has been used by this company bracket: 
ing a catchy title with short paragraphs 
of explanation, and the company name 
at the bottom. Some of the recent titles 
are Preserving Family Tradition (co 
executors), We'd Like to Meet Your 
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Bridge over Moisie River on the Quebec 
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Seven Islands, P. Q. 





Wife (executorship) , How to Keep Your 
Business in the Family (estate plan- 
ning), and The Loneliest Years, a con- 
sideration of the six years by which the 
average Canadian wife is likely to out- 
live her husband. 


“Something New in Pension Plan- 
ning” describes the company’s Multiple 
Pension Trust Fund for small pension 
funds. “How About Oil Rights?” com- 
ments on a question that “frequently 
arises these days for both companies 
and individuals.” “Learning How to Re- 
tire” deals again with estate planning. 


A 24-page brochure with tabular 
index, describing the services and poli- 
cies of the company, was distributed in 
both French and English. One of the 
most favorably accepted pieces of direct 
mail advertising, however, is the “Tax 
Teller”, first distributed in 1954 and 
now being revised. This is a pocket 
card with a slide and slot arrangement 
that gives an amazing amount of in- 
formation on the amount of income, gift 
and succession duties under various 
financial and family situations. In con- 





trast to this one-shot but lasting type of 
mailing piece is the company’s bi- 
monthly publication, Forethought. This 
contains a combination of philosophy, 
humor and sound financial advice, plus 
an advertisement on the back cover. 


To back up its printed word with a 
thoroughly informed personnel the com- 
pany conducted through the past winter 
a series of thirteen dinner meetings for 
younger male members of the staff. All 
phases of operations were considered 
each one by a 30-minute senior officer 
talk and another thirty minutes of dis- 
cussion. The program was carried out 
with groups of thirty or less in order 
to give everyone a chance to take part. 


National Trust Co. Lid., Toronto — 
Excellent use of pictures is made in re- 
cent ads of this company that feature 
a large photo at the top and title, with 
explanatory text, below. Among these, 
“Will Your Executor’s Hands Be Tied?” 
discusses the need for clear instructions 
on investments to be given in a will, and 
the photo shows a man’s hands roped 
together. “Have You Enough Life In- 
surance?” deals with the liquidity of an 
estate and shows a family of three seek- 
ing shelter under a single umbrella too 
small for the task. And “To The Gov- 
ernment I Bequeath The Sum Of. . .” 
points out the assistance a trust officer 
can render in finding out just what that 
amount (succession duties) will be. 


More than 100,000 subway token 
holders have been distributed in Toronto 
in the past year. These carry the name 
of the company and contain a small (re- 
movable) advertisement of services and 
the compliments of the company. 
Pocketax also is distributed. 


Royal Trust Co., Montreal — A tre- 
mendous response from life underwriters 
as “third party boosters” has come from 
the company’s periodic advertising in 
behalf of life insurance. The folder, 
“What would you do if you were your 
own Executor?” shows the need for 
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adequate cash and states that “few 
assets apart from life insurance payable 
to your estate could be relied on to 
provide 100 cents on the dollar in cash 
when needed.” It was printed in both 
French and English, and a third edition 
was required to meet the demand. “Mr. 
C.L.U. Your Man of Confidence” pre- 
sents the special training of a chartered 
life underwriter and describes him as 
“a key member of the team of estate 
planning specialists.” 

Mrs. I-Didn’t-Know (whose husband 
left no will and whose lawyer advised 
her to seek aid from a trust company) 
appeared in newspapers in many areas. 
She drew an unusual number of re- 
quests for the advertised booklet about 
wills, but not so many really good trust 
prospects. Other topics recently adver- 
tised include “Investments and Leisure” 
and “Do you review your will as often 
as you change your car?” A skillful bit 
of wording appeared in an executorship 
ad entitled “Always A Saving In Worry 
. . . Often A Saving In Money.” 

“Investing Your Pension Fund Dol- 
lars,” both an ad and a_ booklet, 
describes the company’s program for 
pension trusts which may participate 
collectively in three Classified Invest- 

(Continued on page 573) 
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Established 1744 


~~ 


The world’s oldest and today 
most widely experienced 
AUCTION HOUSE 
for pictures, works of art, silver, 
furniture, porcelain, books 
and manuscripts. 





~~ 


Season’s turnover 
1955/6: $6,340,500, of which 
10% were U. S. consignments 

which can now be 

PAID IN DOLLARS. 


~~ 


Full particulars of 
low commission terms, 
(10%-15%) 
and specimen catalogues, 
on application to 
34 New Bond Street, London 


New York, 61 Broadway 
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CANADA’S TRUST COMPANIES 
REPORT EXPANDING BUSINESS 


— past year has been one of in- 
creasing wealth for Canadians, gen- 
erally speaking, and of greater volume 
of personal estate, trust and agency ac- 
counts for the trust companies. Today’s 
emphasis on pensions and profit shar- 
ing is bringing a lot of corporate trust 
business, and the demand for services as 
transfer agent, registrar, and trustee for 
bond issues has also been growing. 


The result of these trends in terms of 
total assets of trust. companies in their 
estate, trust and agency accounts is 
given on page 537, with comparative 
figures for the 1955 and 1956 year-ends. 
To give those figures life and meaning, 
quotations from annual reports have been 
gathered here that show not only the 
fact of an enlarging field of business, 
but some of the sources of new accounts, 
and some of the difficulties to be faced, 
as well. 


The gross income of this Company in 
1956 was the highest in its history... 
There is every reason .to believe gross 
earnings will be maintained or increased 
in 1957... 293 new wills naming this 
Company as executor have been deposited 
with us during 1956 ... While economic 
conditions, particularly the restrictions 
on the sale of farm produce, have had 
some effect on the value of estates han- 
dled, the volume continues to increase... 

British Canadian Trust Co. 


Continued growth of public funds in 
our trust, and increase in net profits ... 
Last year was marked by the amount 
of money invested in new mortgages... 
the interest rate on mortgages has been 
driven up to 7% . the number of 
houses completed greatly exceeded the 
number of sales . . . conditions will be 
much healthier in a few months . 
Company looks forward to a better in- 
come for our farmer friends... 

British Mortgage & Trust Corp. 


Most successful year in the Company’s 
history ... New assets received during 
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the year amounted to $21,700,000, and 
after distributions to beneficiaries and 
payments of succession duties and other 
estate claims of some $8,300,000 there 
was a net growth in assets under ad- 
ministration of $13,400,000, which is the 
largest in any year of the Company’s 
history ... Ten years ago the average 
estate, trust or agency handled by the 
Company was between $20,000 and 
$25,000; it now averages slightly in ex- 
cess of $40,000. This reflects the upward 
trend of the wealth of Canadians. 
Canada Permanent Trust Co. 


Since the end of 1946 the value of 
Estates, Trusts and Agencies entrusted 
to our care has increased by over 564%. 

Canada Trust Co. 


Earnings and assets have again ex- 
ceeded the previous year and are at 
their highest. (Starting from zero in 
1907, Estates, Trusts and Agencies at 
the end of the Company’s 50th year 
(1956) amounted to $92,993,124 accord- 
ing to a chart in the Annual Report.) 

Chartered Trust Co. 


Earnings and total assets attained a 
new high record .. . During our “Dia- 
mond Jubilee Year” all departments 
showed an increasing degree of activity. 
(Estates, Trusts and Agencies reached 
$140,441,047 at end of 60th year. 

Crown Trust Co. 


Conditions made for a strong and un- 
desirable inflationary trend in prices and 
wage rates, and a shortage of loaning 
funds, which could be obtained only at 
sharply increased interest rates. This 
situation reacts unfavorably on many of 
the older people of our country who with 
reduced purchasing power of their sav- 
ings and increased living expenses are 
finding it difficult to maintain even mod- 
est living standards ... Steady expan- 
sion of the Company’s business contin- 
NEB ss. 6 

Eastern Trust Co. 


The number of men and women who 
entrusted their financial affairs to the 
trust department, including settlement 
of estates, trustee services both by will 
and under agreement, and investment 
management advisory services, continued 
to show substantial growth ... Many 
appointments under wills . . . Corporate 
trust department (including appoint- 
ment as stock transfer agent, registrar, 
trustee for corporate bond issues and 
trustee for pension and profit sharing 
funds) has grown at an accelerated rate. 

Guaranty Trust Co. of Canada 


An inerease was shown in the estates 
under administration ... 
Industrial Mortgage & Trust Co. 
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Canada Permanent Trust Co. 





During 1956 the aggregate value of 
the assets of estates, trusts and agencies 
entrusted to our care as new business 
exceeded $98,000,000 . . . The Corporate 
Department enjoyed the most active year 
in its history... 

Montreal Trust Co. 


... The margin of profit of our Per- 
sonal Trust Department, which adminis- 
ters estates, trusts and agencies, con- 
tinues to be very narrow indeed ... 
The pension fund is rapidly becoming a 
part of every corporation’s financial pic- 
ture ... to assist medium-sized firms 
which at the outset might not have suffi- 
cient pension fund assets to _ permit 
proper investment diversification, four 
pooled investment funds have been estab- 
lished This past year we were 
called on to act as trustee of the supple- 
mental unemployment benefit plan of 
one of Canada’s largest corporations... 
A notable development has been the 
marked increase in the use of our ser- 
vices as trustee for charitable founda- 
tions and trusts ... The increase during 
the year of $50,000,000 in Estate, Trusts, 
and Agencies under Administration is 
almost three and one-half times the aver- 
age annual increase over the previous 
ten Yeats <.. 

National Trust Co., Ltd. 


One of our most important depart- 
ments — Estates and Trusts — shows 
a steady expansion, assets under ad- 
ministration being $13,835,640 as com- 
pared with $12,140,344 for 1956... 

Sherbrooke Trust Co. 


It is significant that private businesses 


2 r . i 
and organizations wish to entrust to a 7 
concern like ours the administration of | 


their retirement funds as individuals do 
with their personal fortunes. The ad- 
ministration of pension funds requires 
technical knowledge and a great deal of 
time. It is delicate and complex because 
it is necessary all the time to guard the 
safety of investments and yet to obtain 
a return that can compensate for the 
depreciation of the currency. Many busi- 


nesses have found it too burdensome to | 


develop a’specialized personnel for this 


kind of administration, but attach great | 


importance to their pension funds. In| 


turning to us they can realize savings 
and still be assured of competent per- 
formance... 

Societe d’ Administration et de Fiducie 
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Despite the fact that many trusts and 
estates were completed during the period 
under review, the assets in this section 
at the year end totalled $10,508,480 or 
$1,000,000 in excess of the figure shown 
for 1955. 

Sterling Trusts Corp. 


More new business in the way of per- 
sonal trust and agency assets was re- 
ceived than in any of the preceding 
years. Estate, trust and agency assets 
as well as total assets under administra- 
tion have reached a new peak... In our 
corporate trust and stock transfer de- 
partments we have had the best year in 
our history . Estates, Trusts and 
Agencies assets are in the balance sheet 
at $425,522,000. This represents the val- 
ues at which these assets were originally 
inventoried, and, in the aggregate, pre- 
sent market values are certainly greater 
than the balance sheet figures ... This 
is a ten per cent increase from the end 
of 1955... 

Toronto General Trusts Corp. 


An addition of $21,009,415 in the vol- 
ume of assets we administer for various 
estates, trusts and agencies, more than 
twice the already imposing figure of last 
year, when the advance was $9,600,000 
.. . Quebee trust companies, with their 
French speaking staffs, are called upon 
to take a more and more important place 
in our Province... 

Trust General du Canada 


Our Trusts and Estates totals show an 
increase of $2,313,701 after the distri- 
butions to heirs... 

Waterloo Trust & Savings Co. 


A A A 


NEW BUSINESS IN CANADA 
(Continued from page 571) 


ment Funds (Government bonds, corpo- 
rate fixed income, and common stock). 


Trained solicitors are employed by 
this company, and officers, especially 
business development men, engage in a 
large variety of community activities in- 
cluding financial drives, panel discus- 
sions, and talks to organized groups. 
This year’s 50th anniversary of the 
Toronto Branch also has been utilized 
for public relations, with a brochure 
and special meetings, a luncheon for the 
directors and an evening of entertain- 
ment for the staff. 


Toronto General Trusts Corp. — The 
75th anniversary year of this, the first 
trust company in Canada, has provided 
the theme for much of the recent adver- 
tising. A special annual report was pre- 
faced with a short history of the corpo- 
ration; newspaper ads emphasized the 
early establishment and _ seventy-five 
years of growth; and special stationery 
— which proved very effective publicity 


June 1957 


— was printed with “75th Anniversary 
1882-1957” superimposed on the corpo- 
ration heading. 


Of the more usual kinds of publicity, 
three booklets on Succession Duties have 
proven the most popular. Two of them— 
“Dominion Succession Duties and Gift 
Tax,” and “Ontario Succession Duties,” 
explain the laws and contain rate 
tables. The third — “Examples of Suc- 
cession Duties” — gives the amount of 
succession duties for various sized 
estates according to whether they are 
left as an outright distribution in On- 


tario, Quebec or some other Province. 
A further section then shows the savings 
available through use of a trust. All 
three booklets include suggestions about 
estate planning. 


oe Ae 


@ Total value of building permits issued 
by some 900 municipalities in Canada in 
1956 amounted to $1,827,470,000 as com- 
pared with $1,804,606,900, according to 
the Dominion Bureau of Statistics. Dur- 
ing 1956, permits were issued for 103,609 
additional residential units valued at 
$901,995,000. 
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years of experience 
and service to 
our customers 









(GIRARD 
Trust 
CORN 
ExcHANGE 
BANK | 


consecutive years 
of dividends to 
our shareholders 


Chartered 1836 


MORE THAN ONE BILLION, SEVEN HUNDRED MILLION DOLLARS IN 
SECURITIES AND OTHER ASSETS ARE NOW ENTRUSTED TO OUR CARE 
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DEALERS IN 


State, Municepal and Public Housin & 


Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 
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PROFESSIONAL INVESTORS DIGEST 


Sidelights ... Trade Winds , 


Dyuamte Tududtry..... 


. Memos . 


.. Portfolio Studies.. 


.. Funds Index ... Reports 






A Series of Reports on Corporate Developments of special interest to Trustees 


and other long-term Investors 


The fields of MATERIALS HANDLING and HARDWARE are explored by 
New York trust investment officials with the aid of 


HATS IN A NAME? A CORPORATE 
| Seal that is. Not enough to as- 
sure a Company’s progress, or even to 
keep it abreast of competition if man- 
agement relies on even the most sterling 
past reputation to hold or increase its 
share of the market. 


Imaginative development of both the 
old and new markets for which the pro- 
ductive or managerial capacity was at 
hand, or could readily be found, was the 
major need of the Yale & Towne Man- 
ufacturing Company when new manage- 
ment took the helm in 1949. Its trade 
name “YALE” was tops in the hard- 
ware and materials handling equipment 
fields, but it was possible to spread its 
sales-building possibilities over addition- 
al lines of new products which had high 
market potentials. 


The importance of a highly regarded 
trade name is accented by statements of 
numerous company presidents that the 
majority of their sales dollars today are 
from products not in existence ten years 
ago, and that they expect the same to 
be true over the next decade. 


Yale’s new management sought to ex- 
pand first its materials handling lines. 
How well they have succeeded is evident 
from the fact that sales of Yale & 
Towne’s industrial lift trucks and hoists 
last year exceeded entire company sales 
Volume in 1949 by many millions. 


Developing $130 Million Market 
But. as President Gilbert W. Chap- 


man. cautioned, an old company cannot 
be “made over” in a couple of years, 
and first things had to be done. first. 
Am: ng the primary requisi‘es are or- 
derly planning, budgetary controls, 
procuct development and research, and 
most importantly, the creation and main- 


we 
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Gilbert W. Chapman, president 


Yale & Towne Manufacturing Company. 


tenance of an ef- 
fective and stimu- 
lated organization 
to manage the op- 
erations and to de- 
velop, produce and 
market the com- 
pany’s products. 

Sales of about 
$130 million are 
expected in °57, without any planned 
major acquisitions. This compares wit! 
1956 volume of $122.5 million. A signi- 
ficant portion of this increase will repre- 
sent increased price tags, with the bal- 
ance accruing from the natural growth 
of materials handling and hardware 
product sales. Materials handling equip- 
ment sales represent about 70% of total 
volume. 


GILBERT W. CHAPMAN 


Mr. Chapman said the company will 
be experiencing non-recurring expenses 
caused by the starting up of three new 
plants and additions at six other plants. 
These capital improvements will total 
between $7 and $8 million in 1957— 
more than double the capital expendi- 
iures in 1956. The company, he said, 
is looking forward to a very good fourth 
quarter, but the full benefits of the 





present capiial improvement program 
should be experienced in 1958, After 
absorbing the expenses related to this 
program, he added, ‘we're hopeful that 
we'll earn as much this year as last.” In 
1956, Yale & Towne earned $6,023,879, 
or $3.01 a share on an average of 1,- 
998,226 shares outstanding. 


Plant and Product Changes 


Impressive evidence of the force of 
economic law is the decentralization of 
plant and operating personnel from the 
Northeast to the South and West. Yale 
& Towne reflects this trend in American 
manufacturing. The domestic Yale hard- 
ware manufacturing operations are now 
centered in four existing and a new 
plant being built, mainly in the middle 
South. The Yale materials handling 
equipment manufacturing operations are 
spreading to Arkansas and California. 
Yale & Towne now has 13 domestic 
plants (including three under construc- 
tion) and a research center in the 


United States—in these ten states: Con- 
necticut, New York, Pennsylvania, Vir- 
ginia, North Carolina, Tennessee, Mich- 
igan, Illinois, Arkansas, and California. 
There also is a Yale plant in Canada, 
two in England, and one in Germany, 









New Yale & Towne Materials Handling Plant, being built at Forrest City, Ark., from an 
architect’s rendering. Plant is expected to open in September. 
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with licensed manufacturers operating 
in six other countries. 


Sales of Yale & Towne’s traditional 
line of mortise locks (incorporating the 
pin-tumbler principle invented by Linus 
Yale) and other builder’s hardware 
products have held up well in spite of 
some decline in housing starts, with 
which these products are so closely 
identified, as an increased share of the 
market has been obtained. This is also 
the result of Yale’s recently introduced 
complete line of “key-in-the-knob” locks, 
—technically known as “tubular” and 
“cylindrical” locks,— which are now 
selling in substantial volume. 


Foreign Trade 


Yale & Towne is also the largest lock 
manufacturer in England and in Ger- 
many, where company owned plants are 
operated by local staffs, and where. 
perhaps surprisingly, no dollar exchange 
problems have arisen. Enlargement of 
both the materials handling and hard- 
ware manufacturing facilities has large- 
ly absorbed English earned profits in 
the past three years. Better profit mar- 
gins are maintained abroad as com- 
pared with those in this country. 


Yale & Towne’s combined English 
and German sales run around 18 million, 


with lift trucks, locks and builders hard- 
ware the principal products. Competi- 
tion in foreign markets is keen between 
the Yale & Towne’s United States and 
foreign divisions. Foreign trade is an 
important factor in Yale & Towne’s op- 
erations and expansion will be sought in 
favorable areas throughout the world. 


New Construction Division 


The newest member of the Yale & 
Towne family is the recently acquired 
Contractors Machinery Company, pro- 
ducing the Trojan line of tractor-shovels 
and other bulk materials handling 
equipment. This brings Yale & Towne 
into the vast national road building 
program, with equipment also adapted 
for handling bulk materials in mining, 
quarrying and aggregate fields. 


Mr. Chapman pointed out that this 
new operation fitted naturally into the 
experience and skills developed in the 
design, production and distribution of 
Yale materials handling equipment. For 
example, automatic transmissions and 
torque converters fit both the Trojan 
line of tractor shovels as well as the Yale 
lift trucks. The Yale & Towne Research 
Center is familiar with problems of both 
these lines of equipment, and both there- 
fore benefit from the product develop- 
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Eli Lilly and Company 


The Largest Company 
in the Ethical Drug Industry 


Lilly has shown a profit every year since 1876 and 
paid a dividend every year since 1885. It is now 
the leader in its growing and recession-resistant 


Our new comprehensive report on the company, 
now available, explains why we believe that its 
very large—and growing—research program, to- 
gether with an unusually strong financial condition, 
promises growth at a rate which will enable it to 
further strengthen its position. Write for your copy 
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Hemphill, Noyes ¢& Co. 


Members Principal Securities Exchanges 


15 Broad Street, New York 5, N. Y. 
Other Offices Coast to Coast 
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A Yale Electric Hoist handling odd shaped 

materials as easily as a man could, if 

powerful enough, handle them with his 
own hands. 


ment programs assigned to the Research 
Center. 


Asked if there were many “model 
changes” such as characterize the pass- 
enger auto,—and now even street trucks 
—Mr. Chapman said that while styling 
changes are not major, this type of bulk 
materials handling equipment is sub- 
ject to modification as improvement in 
power application and new uses make 
constant demands on the design and 
engineering staff. Add the terrific “beat- 
ing” which such bulk materials hand- 
ling equipment takes in regular opera- 
tion and its frequent exposure to the 
elements, and you have a high rate of 
depreciation. Together with new uses, 
the growth factor could readily be about 
10% a year for the next five years. 


More Load 
and Flexibility 


Mechanization of more and more in- 





A 7,000 pound capacity Yale Lift Truck is 

stacking Krueger Beer to the very ceiling 0 

the warehouse utilizing storage capacity te 
the fullest. 


TRUSTS AND EsTATES 














ESIC TODA He CNT 











be 


Wi 
mi 








el 


3S- 


ne 
ik 
ib- 


ke 


nd 


yut 


in- 








TES 








me 


Nana 





Be Pr a gio 








[es 


plant and other short run transport and 
loading jobs had brought new power 
and design needs to the industrial lift 
truck as well as the hoist fields. They 
required such innovations as power- 
steering and torque converters in lift 
trucks, for example, and lighter weight 
equipment and more sensitive controls 
in hoists. 


This phase of Yale & Towne’s busi- 
ness turns up new records as industrial 
lift truck load-limits rise to 160,000 lbs. 
New applications of materials handling 
principles are constantly being devel- 
oped. With completion this year of a $7 
million program for new materials hand- 
ling equipment manufacturing facilities. 
including the new West Coast plant in 
California, new Mid-Continent Plant in 
Arkansas, and enlargement of the Chi- 


or Se IE 


abetted by high money costs, empha- 
sizes the need to put machine tools to 
fullest use. This, in turn, shortens their 
life or raises maintenance cost. Tech- 
nological obsolescence works most 
against the producer with limited re- 
search facilities. 


In following its policy of decentraliza- 
tion, Yale & Towne’s management has 
particularly in mind that the smaller, 
integrated plant operation gives more 
opportunity for cost control and the 
development of managerial abilities and 
broader experience for senior as well as 
junior executives. It is also easier for 
management to keep in personal touch 
with employees, and otherwise assure 
greater job satisfaction. The pertinent 
observation was also made that in all 
dealing with union representatives or 
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Yale & Towne officers and board of directors view demonstration of new Trojan 
Tractor Shovel. 


cago plant, future new materials hand- 
ling products are planned for early man- 
ufacture and sales. 


The enlarged production facilities and 
new tooling will permit greater concen- 
tration on volume production for better 
efficiency. Adaptability and interchange- 
ability of components has engaged spe- 
cial attention of both the manufactur- 
ing and the product development oper- 
ations with consequent advances in pro- 
duction efficiency and achievement of 
lower unit-costs. 


Efficiency with Job Development 


The high cost of tooling to keep up 
with the rising cost of labor costs and 
mode! changes is one of the principal 
reascns that the “little fellow” has hard 
going in the materials handling equip- 
ment field. Price increases of machinery, 
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individual employees adherence to ethi- 
cal principles engenders respect, while 
a closed mind begets dissension. 


To strengthen ties with the rising 
echelons of management and to attract 
good young executive timber, Yale & 
Towne recently made a stock option 
offer to its senior executive group of 
125 or so men with “gratifying re- 
sponse.” In setting up the 1957 plan, 
(which succeeds a previous one for 
officers and a more limited senior group 
of executives) study of other programs 
indicated that few companies extended 
such offers very deeply within their 
organizations. The Yale & Towne ob- 
jective is to include all those in major 
decision-making positions. This incen- 
tive plan should further assure that fu- 
ture direction will be in the hands of 
an alert, resourceful management group. 


First MortcAaceE INVESTMENT FUND 
REPORTS 


The “Mortgage Investment Fund A 
for Trusts,” established under Regula- 
tion F, Section 17(d), by Pioneer Trust 
Co., Salem, Ore., has completed its first 
year with a principal valuation in ex- 
cess of a million dollars. The annual 
report, under date of February 28, 1957, 
lists investments in the following per- 
centages: Bonds 4.4; Mortgages—City 


Residential 26.8; Mortgages—Suburban 
Residential 14.9; Mortgages—Commer- 
cial 40:9; Mortgages—Farm 7.9; Mort- 
gages—Church 2.2; Mortgages—Indus- 
trial 1.5; Principal cash 1.4. 











Why 
Portfolio Managers 
Rely on 
Lowry’s Reports 


Factual information is important to 
every portfolio manager — whether it 
concerns the market in general, an indi- 
vidual industry or a specific stock. 


For informed investors the 
factual measure of the effect 
of Buying Power versus Sell- 
ing Pressure — as compiled 
daily by Lowry’s Reports — 
has proved time and again to 
be an _ effective investment 
guide. This undertone infor- 
mation verifies important 
trends and trend turning 
points, based on a Price- 
Change-Volume tabulation of 


































all round-lot issues traded 
on the New York Stock Ex- 
change. 


Because few institutions or professional 
investors have neither the time nor the 
staff necessary to tabulate and correlate 
the mass of statistics required to obtain 
dependable trend Demand vs. Supply 
ratios, many rely on Lowry’s Reports to 
furnish this basic information. 


To determine the value of these 
reports for yourself, or your insti- 
tution, a special month’s trial ar- 
rangement is available to Fund 
Managers and Trust Officers. Simp- 
ly make your request on your busi- 
ness letterhead and remit $5 to help 
cover costs. If you are not com- 
pletely satisfied, your money will 
be gladly and promptly refunded. 
Write Dept. T-1. 


Loumys Reports Ince 


290 D hook SSuenue 
New Uowk 1%, NY 


Original Publishers 
Price-Change-Volume Tabulations 
Daily Releases from 
New York, Chicago, Los Angeles 
Est. 1938 
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CANADIAN MARKET NOTES 


Since late 1955 the Canadian gov- 
ernment has followed orthodox fiscal 
and monetary anti-inflationary policies. 
Government revenues in the past fiscal 
year exceeded expenditures, and a sur- 
plus is also anticipated in the current 
year. The money supply has been kept 
virtually constant over the past year, 
despite the heavy demand for funds, 
and this has resulted in considerable 
pressure on the bond market and a 
steady rise in money rates. The 91-day 
Treasury bill rate, which a year ago 
was 2.68%, is now 3.76%, and the 
yield on 15-year Canada bonds has risen 
from 3.5% in May 1956 to the present 
4.3%. So far this year, sales of govern- 
ment, municipal and corporation bonds 
have been 16% above 1956. A substan- 
tial number of issues are in the offing, 
and thus the bond market is expected to 
remain under pressure for some time, 
but further serious weakness is not 
anticipated. 


The Canadian stock market in the 
early part of the year was affected by 
much the same influences as in New 
York, namely, the fear of a possible 
downturn in the economy with keener 
competition and a possible profit pinch. 
The Toronto industrial average topped 
off at 471.13 on January 11th and then 
declined some 6% to the low of 441.50 
on February 12th. The mood of pessi- 
mism was gradually replaced by opti- 
mism as business trended upwards and 
earnings proved better than anticipated; 
and the subsequent rally carried the 
Toronto industrial average up to 488.57 
at the close on May 31st. 


Within the overall market strength 
there has, however, been considerable 
diversity. The utilities have been strong, 
particularly the oil and gas pipelines. 
Speculative attraction has centered on 
the uraniums, which are now consolida- 
ting, and the oil and gas producers. The 
pulp and paper and certain base metal 
stocks, on the other hand, have been 
weak. 
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At the end of May a representative 
group of 74 leading Canadian securities 
was selling at 15.7 times earnings, com- 
pared with 16.2 at the same time last 
year. The average dividend yield on 
these securities was 3.48%, as against 
3.35% in May 1956. The fairly high 
price-earnings ratio reflects the fact that 
the index includes mining and oil stocks, 
many of which are bought on the basis 
of anticipated earnings several years 
hence. The market as a whole is not 
considered overvalued, although after 
the sustained rise, a short period of 
consolidation is expected prior to the 
usual summer rally. 


Investment in well-selected Canadien 
securities should eventually pay off 
handsomely. The electric utilities and 
bank stocks are attractive for conserva- 
tive investment, with a steady gradual 
growth foreseen. The oil and gas stocks 
-—both producers and_pipelines—and 
the metal stocks, particularly iron ore. 
offer considerable attraction for those 
interested primarily in capital apprecia- 
tion. The pulp and paper stocks, cur- 
rently selling at 10 to 12 times earnings, 
should do well over the long term al- 
though the short-term outlook is some- 
what clouded. 

BACHE & CO. 





American Tel. & Tel. 


Alpha Portland Cement 
Canada Cement 


Ford Motor Co. 


Guaranty Trust of N. Y. 


American Natural Gas 


Imperial Oil - 


Noranda 
National Gypsum 


C.LT. Financial . 


Safeway - 


Owens-Illinois Glass 
Dominion Glass 
Goodyear Tire & eter 
Goodyear of Canada _... 


du Pont (E.I.) de Nemours ___. 


International Paper 
Consolidated Paper 


U. S. Treasury Bills — 87 days 

Canada Treasury Bills — 91 days 
U. S. Treasury 2% — 61 
Can. Nat. Ry. 2% — 61-63 
Atchison, Topeka & Santa Fe 4-95 
Can. Pacific Perpetual — 4’s 


COMPARISON OF YIELDS ON CANADIAN & U. S. SECURITIES 
(Prices as of May 31, 1957; Canadian Data in Bold Face Type) 
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Union Gas of Canada _. He Bae 
Standard Oil of New sited erat Ree ete te OR ee WR 2S 
Kennecott Dieien eg a eee ee ee ee ee 


GS 


Industrial | Acceptance Corp. SORES AS naan Ae 


Dominion ‘Stores . 


du Pont of Canada __ Banat se Bin dee bates 


Atermmum: Co:or America ......... 
IU 3 eg ee ee 





Aluminum Co. of America 3-79 
Aluminum Co. of Canada 3%-70 


Am. Tel. & Tel. 234-75 





Bell Tel. of Canada 3-77 


COMMON STOCKS 
Price Yield 
ST ee ee 179% 5.01% 
43V, 4.60 
eet Bede 36 4.17 
27%, 3.60 
Pet oe sas 56% 4.28 
108 4.63 
Bee ee ee oe 6614 4.81 
76, 2.94 
eee et Ot ieee eke 595% 4.36 
Pent 72 aos 80 2.00 
6454 3.40 
60 217 
112% 5.32 
iret Ne Der 50% 3.97 
Beet 88 -56.532 40 5.00 
24Y, 4.90 
46% 5.18 
Oe hee re 2 Re 30 4.67 
ee ee ene es 18% 6.58 
PAs RR, 25 “2B S47 
74% 3.23 
DU Denth ROY ee 55 2.27 
alee Sass A EN 61% 4.07 
68 2.94 
ee 841% 2.84 
eae A een ee oe 1841, 3.25 
196% 3.31 
ee a a oe Fee See 22 2.27 
931% 1.28 
43%, 2.06 
SG aS eens at 66 3.94 
it eee ee 72Y, 2.62 
een ee ee ee 102% 2.92 
PE SOA ee 35 5.71 
BONDS 
Yield to 
Price Maturity 
BP ete De Se siete 99.2 3.25 
LAL SEE Pa iediee 99.1 3.76 
Riemer ene eee 96.19 3.73 
ee i 89.75 4.73 
Be BOF he See 99% 4.05 
ae 9614 4.13 
Ne ee eT ES Oe 89% 3.68 
ee Eee Ey 98Y, 3.97 
81% 4,21 
83 4.25 
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~ ALLEGHENY LUDLUM STEEL 
CORPORATION 


Pittsburgh, Penna. 


At a meeting of the Board of 

Directors of Allegheny Ludlum Steel 

Corporation held today, May 16, 

1957, a dividend of fifty cents 

($0.50) per share was declared on 

the Common Stock of the Corpora- 

tion, payable June 29, 1957, to 

Common Stockholders of record at the close of 
business on June 7, 1957. 


S. A. McCASKEY, Jr. 
Secretary 








KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, New York, N.Y. 
j May 17, 1957 


meh room ( 


At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a cash dis- 
{ribution of $1.50 per share was 
declared, payable on June 24, 
1957, to stockholders of record at 
the close of business on May 31, 
1957. ( 


PAUL B. JESSUP, Secretary 
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WELLINGTON 


<Q> FUND 





FOUNDED 1928 


110" 


consecutive 
quarterly dividend 


llc a share from net invest- 
ment income, payable June 
29, 1957 to stock of record 
June 7, 1957. 


WALTER L. MORGAN 
President 


Dividend Notice 
MIDDLE SOUTH UTILITIES, lac. 


The Board of Directors has this day 
declared a dividend of 40c per share 
on the Common Stock, payable July 
1, 1957, to stockholders of record at 
the close of business June 11, 1957. 














H. F. SANDERS, 
Treasurer 
New York 6, N. Y. 
May 17, 1957. 
She Middle Louth 
A World Of 







Opportunity 







ility service by tax-paying, 
cublicly-regulated companies 
viade this dividend possible. 


June 1957 


INSURANCE BLUES 


By and large, operating results for 
the fire and casualty insurance com- 
panies for the first four months of this 
year are worse than the results over the 
comparable period of 1956. From the 
standpoint of the property insurors, 
there has been no cheerful news thus 
far. Tornado losses have been unusually 
severe with the mid-west and Texas 
bearing the brunt of nature’s fury. Fire 
losses are running 13% ahead of last 
year with every indication pointing to 
the fact that well over a billion dollars 
of property will be destroyed by fire in 
1957. Big fires continue to plague the 
industry. No significant rate increases 
have as yet been granted, alihough most 
fire company executives are of the 
opinion that the rating bureaus will file 
for increases within a few months. 


Unforiunately, even if rate increases 
were to be granted immediately, the 
full effects would not be felt for several 
years in view of the fact that so little 
fire insurance is now written on an 
annual basis. A very large percentage 
of fire, or so-called package policies, 
written for three to five years is payable 
under the installment plan. In their zeal 
for competitive advantage, fire compan- 
ies have, in effect, cut their own rates 
at the very time experience should sug- 
gest a rate increase. This is brought 
about by the fact that three or five year 
policies are discounted 1624% and 20%, 
respectively, on the assumption that writ- 
ing one policy for a period of three or 
five years substantially reduces the ex- 
pense factor. Under the installment plan 
of paying, however, the very expenses 
which were originally eliminated are re- 
introduced. Attempts by some compan- 
ies to reduce the discount allowance for 
term policies have met with small suc- 
cess to date, since many property insur- 
ance companies feel that this would re- 
sult in a loss of business to the direct 
writing companies now entering the fire 
insurance field. With inflation continu- 
ing to creep upward and thereby ef- 
fectively nullifying a portion of the 
hoped-for rate increase, the outlook for 
property insurors is dim, to say the least. 


The automobile underwriters are in 
a more favored position at this writing 
since 24 states have already granted rate 
increases on automobile bodily injury 
and property damage. These increases 
have averaged 16% and since nearly all 
policies are written on an annual basis. 
the effects will be felt much sooner than 
in the case of property insurors. The 
stock companies have filed for an 18% 


Public Service Electric 
and Gas Company 


NEWARK, N. J. 








QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending June 


30, 1957: 
Class of Dividend 
—Stock _ Per Share 
4.08% Cumulative Preferred . . . $1.02 
4.18% Cumulative Preferred... 1.045 
4.30% Cumulative Preferred... 1.075 
$1.40 Dividend Preference.... 35 
| ee eer ee 45 


All dividends are payable on 
or before June 29, 1957 to 
stockholders of record May 
31, 1987. 


F. MILTON LUDLOW 
Secretary 











PUBLIC SERVICE 
CROSSROADS OF THE EAST 




















Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 192 
60 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 41 

27 cents per share. 


The above dividends are pay- 
able June 30, 1957, to stock- 
holders of record June 5, 
Checks will be mailed from 
the Company's office in Los 
Angeles, June 29. 


P.C, HALE, Treasurer 


May 17, 1957 
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increase in New York alone. Along 
about the last quarter of this year un- 
derwriting results should begin to re- 
flect the increased rates. Casualty insur- 
ance stocks—especially those with 
proven above-average underwriting 
ability — look attractive at this time. 


Life insurance sales continue their 
record breaking performance with April 
ordinary life sales up 32% over 1956 
and up 28% for the year to date. April 
group sales are 77% higher with the 
year to date total up 38%. The tight 
money situation has been a blessing to 
the life companies since most policies 
are currently being written with an as- 
sumed interest rate of between 214 and 
3%, while the companies are obtaining 
yields more than 100 basis points higher. 
Mortality experience continues to im- 








YALE & TOWNE 
Declares 277th Dividend 
3712¢ a Share 


On May 23, 1957, 
dividend No. 277 
of thirty-seven 
and one-halfcents 
per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 

July 1, 1957, to 
i}, stockholders of record 
\\ | at theclose of business 
i: June 7, 1957. 









F. DUNNING 


Executive Vice-President and Secretary 


THE YALE & TOWNE src. co. 


Cash dividends paid in every year since 1899 

















INTERNATIONAL 
| SHOE 


St. Louis 
185" 

CONSECUTIVE DIVIDEND 

Common Stock 
A quarterly dividend of 60¢ 
per share payable on July 
1, 1957 to stockholders of rec- 
ord at the close of business 
June 14, 1957, was declared 

by the Board of Directors. 


ANDREW W. JOHNSON 
Vice-President and Treasurer 


June 4, 1957 











prove. The death rate in 1956 was the 
lowest on record with 581.7 deaths per 
100,000 lives, compared with 598.8 in 
1955 and 668.8 ten years ago. 1956 
marked the second straight year for a 
reduced death rate by cancer and was 
the fourth straight year for a reduction 
in the death rate from coronary condi- 
tions. The only major causes of death 
which showed an increase were pneu- 
monia and influenza. 


For some time life insurance stocks 
have been under the cloud of an un- 
certain federal income tax situation. At 
the present time, life companies are 
taxed solely on the basis of investment 
income with no tax whatever paid on 
so-called underwriting income or on 
capital gains. Industry men feel at this 
point that the current stop-gap legisla- 
tion which imposes an effective tax of 
7.8% on income will be continued for 
another year or two with the slight 
possibility of a small increase in this 
effective tax rate. Life insurance stocks 
continue to look attractive for the bona- 
fide long term investor primarily con- 
cerned with capital gain and having no 
concern for the very small yield obtain- 


able. 


Within the last year, several large fire 
and casualty insurance groups have an- 
nounced their intention of forming life 
insurance running mates, the outstand- 
ing ones being Insurance Company of 
North America and the General America 
Corporation of Seattle. Within the last 
month, the Federal Insurance Company 
has offered four of its shares for each 
share of Colonial Life Insurance Com- 
pany. St. Paul Fire & Marine, which had 
made no secret of its intention to enter 
the life insurance business, has proposed 
to its stockholders the acquisition of the 
Western Life Insurance Company of 
Helena, Montana. The Matson Naviga- 
tion Company has just purchased 88% 
of the Pacific National Life of Salt Lake 
City. In the earlier part of the year, the 
Indiana legislature granted the right to 
the Lincoln National Life to organize or 
acquire a fire and casualty subsidiary. 
It can be expected that many other 
large non-life insurance companies will 
follow suit in order to retain their com- 
petitive status in the industry. The de- 
partment store idea in 


spreading rapidly. 


insurance is 


GEORGE T. STEWART 
BLYTH & CO., INC. 


A A A 
@ Canada is increasing her gross na- 


tional product at a rate double that of 
the United States. 





GENERAL 
PRECISION 
EQUIPMENT 

a] CORPORATION 


NOTICE OF DIVIDENDS 


The Board of Directors has declared 
the following dividends, each pay- 
able June 15, 1957, to stock- 
holders of record at 3:30 PM, 
May 31, 1957: 


$4.75 CUMULATIVE PREFERRED STOCK 
The regular quarterly dividend of 
$1.18% per share. 


$1.60 CUMULATIVE CONVERTIBLE 
PREFERENCE STOCK 
A quarterly dividend of 40 cents 
per share. 





COMMON STOCK 
A dividend of 60 cents per share. 


E. B. HENLEY, JR., Secretary 
May 14, 1957 





















DIVIDEND NOTICE 


The Board of Directors has declared 
a regular quarterly dividend of 25¢ 
per share on the common stock of 
this Company, payable June 15, 
1957, to stockholders of 
record at the close of 
business May 31, 1957. 
R. L. To.vett, 
President 


Big Spring, Texas May 20, 1957 


















BALTIMORE GAS AND 


ELECTRIC COMPANY 
BALTIMORE + MARYLAND 


QUARTERLY DIVIDENDS 


Dividends of $1.1214 a share on the 
414% Preferred Stock, Series B; $1.00 a 
share on the 4% Preferred Stock, Series 
C; and 45 cents a share on the Common 
Stock, have been declared for the quarter 
ending June 30, 1957, all payable July 1, 
1957, to holders of record at the close of 
business on June 14, 1957. 


J. THEODORE WOLFE 
President 
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Dividends paid on Common Stock without 
interruption or reduction since 1910. 
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ANNOUNCING 
MOODY’S VewW/ HANDBOOK OF 


_ ae 


WIDELY HELD COMMON STOCKS 


To help you select 
stocks for greater profits 


Completely Revised May 1957 Edition 
Book size: 82” x 11”, 392 Pages 



































Illustrated with individual, easy-to-read 
price charts, this 392-page Quarterly Hand- 
book contains Moody’s comments and con- 
cise statistical data about each stock. 

















HIS new May Quarterly Edition of “Hand- @ Complete adjustments for all stock splits and 
book of Widely Held Common Stocks” gives stock dividends of important significance for the 
you the facts you need to help you make informed past 15 years. 


investment decisions. 


For quick, easy reference, the stocks included in 
this attractive and durably bound Quarterly 


@ Quarterly earnings for the past 5 years, to call 
your attention to any seasonal income patterns. 


Handbook are arranged alphabetically. To further @ 1956 price range — high, low and close. 

help you judge quickly the relative merits of in- @ Company background — sources of revenue, 
dividual stocks, the following information is pre- position in its industry. 

~~ re coment ala aa a ae eae @ 11-Year Comparative Statistics and Ratios 


(Working Capital, Operating Profit Margin, Divi- 
dend Payout, P/E Ratio, etc.) to enable you to 
make your own analyses of individual issues. 


@ Moody’s quality characterization of each issue 
. .. high grade, medium, speculative. 
@ Each stock characterized as to “growth”, “de- 





























pendable income”, “liberal income”, etc. in the ACT NOW—QUANTITY IS LIMITED ; 
opinion of Moody’s Analytical and Research Staff. Only a limited number of Handbooks have been printed 
% A “price profile” chart showing monthly ranges and this edition will not be put back on the presses. 
z 1942 hether th fe Moody’s invites you to accept this new edition at a cost of 
= since 1942 so you can see w ether the stoc as ha only $12—an unusual value for this wealth of investment 
sharp price swings, a constant upward price growth data. 
ND or a steady trend through good times and bad. ; 
: OE ath Send No Money Just fill in and mail the coupon below 
VY @ The latest capitalization of each company, to get your copy immediately. We'll bill you later. Or, if you 
shown in both dollars and percentages. prefer to send payment now, we will also include with your 
ND er : order a copy of Moody’s exclusive Ranking of 567 Com- 
@ Annual dividend record since 1942, so you mon Stocks, as a gift. GUARANTEE: If not completely 
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TURNABOUT 


The FRB index of industrial produc- 
tion registered 145 in April, a loss of 
one point from the first quarter pace 
but still two notches better than one 
year earlier. Improvement during May 
would seem to have been unlikely with 
the lack-luster trends noted in the steel. 
motor car and miscellaneous areas. 
Nevertheless, the weak and strong spots 
seem to have balanced out so that the 
overall index performance has remained 
quite stable thus far. In fact, it is a 
better situation than a substantial body 
of business opinion would have been 
willing to settle for five or six months 
ago, if willing to voice hidden thoughts. 
With business volume in general holding 
well, more observers are predicting a 
well-sustained degree of activity in the 
sconomy for the second half. 


On the profits front, surveys have in- 
dicated mixed results for first quarter 
operations, with gains for the o'ls, elec- 
trical equipment, motor car, machinery 
and utility groups and declines for the 
textile, cement, nonferrous metal and 
paper companies. The Council of Eco- 
nomic Advisers estimated first quartet 
results for all corporations at a shade 
below the 1956 fourth quarter perform- 
ance of $23.1 billion but 6.5% ahead 
of the 1956 first quarter. A continuation 
of this pace over the balance of the 
year would mark a new high well 
ahead of the $21.7 billion for last year 
but this is unlikely to occur as the re- 
op2n'ng of Suez has caused domestic oil 
cu'backs and steel production and metal 
prices are slacking off. In short, subse- 
quent quarters may reflect lower mar- 
gins even if sales volume continues to 


hold. 


In the realm of stock prices, those 
who counted on a generally lower price 
range, because of intensified competition 
and rising costs, have been roundly 
confounded by the stock market’s turn- 
about from the February lows. The im- 
proved tone of the last two months has 
moved the D-J industrial average 
through the 500 mark, where technical 
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commentators believe resistance to fur- 
ther advance is likely to be met. Histor- 
ically, the next two months have more 
often than not produced the “summer 
rise” and a clue to the longer-range pic- 
ture may possibly be found in the ability 
or inability of stock prices to reflect 
the seasonal factors now almost at hand. 


SEAWAY: SLEEPING GIANT 


To say that the St. Lawrence Seaway 
project has always met with universal 
acclaim on both sides of the border 
would be to color the truth; bitter con- 
troversy has raged on the need for such 
construction, its cost and the benefits to 
accrue to the two countries but this is 
water over the dam now and it will not 
be too many years until actual experi- 
ence will serve as a true yardstick of this 
grandiose venture. 


The term “grandiose venture” is used 
advisedly when one considers that the 
Great Lakes-St. Lawrence basin is a 
drainage system covering 678,000 square 
miles, of which nearly three fourths lies 
in Canada, and that it also has a hydro- 


asi ae 





electric power potential of over ten mil- 
lion horsepower, of which about 70‘; 
lies in Canada and is now only about 
one third developed. 


Channel draft restrictions now force 
transshipment of cargoes and the even- 
tual goal is a 27 foot deep waterway 
which will permit ocean-going ships to 
go through the various canals to lake- 
head, if so desired. Glowing pictures of 
ocean liners docking at inland ports, 
however, may prove more the exception 
than the rule, and, in any event, it is 
stated that it will probably be 1963 be- 
fore both channels in the Detroit-St. 
Clair passage will be fully usable at 27 
feet at low water. In short, the tendency 
has been to over-glamorize this worth- 
while undertaking which really needs no 
such ballyhoo. 


The fact that ocean-going ships may 
not comprise a very substantial part of 
total traffic on the Seaway need be no 
cause for dismay. Lake carriers, it is 
claimed, can handle larger cargoes with 
less draft than ocean ships and at less 
cost. Present lake fleets will probably 
have to be enlarged to handle the in- 
creased traffic. Also, special purpose car- 
riers will undoubtedly be built as experi- 
ence indicates the character of this traf- 
fic pattern, which is estimated to bring 
an annual 45 million tons through the 
Welland Canal, or 150° above present 
movement, and the same figure through 
the St. Lawrence canals, an increase of 
350%, most of which is likely to repre- 
sent bulk shipments of such raw mate- 
rials as iron ore, grains and coal. As the 
Quebec and Labrador deposits of iron 


Ontario Hydro Photo 

Artist’s conception of how St. Lawrence Power Project will look when completed in 

1960. Two powerhouses are being built by Ontario Hydro and the Power Authority of 

the State of New York. Left centre is Long Sault dam and farther left a section of Inter- 
national Seaway. 
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ore are developed to their expected 20 
million tons per year capacity, the new 
route will funnel this basic material at 
cheap rates to producers of approximate- 
ly 80% of total Canadian and United 
States steel tonnage. This assured -up- 
ply at the mills will be a welcome sup- 
plement to the low-grade taconite ores 
now being used in increasing degree as 
shipments from the Mesabi Range ap- 
proach eventual exhaustion. 


It is naturally too soon to forecast in 
detail the effects which completion of the 
Seaway will have upon the two countries 
but it is certain that this project, like 
most other improved means of commun- 
ication and movement of goods else- 
where, will promote greater industrial 
activity and economic wellbeing in many 
areas. Export grain is an important 
money crop for Canadian farmers and 
its movement to tidewater will assuredly 
be expedited at an estimated saving of 
5-6 cents per bushel. It is also believed 
that Ontario and the down-river ports 
will feel the stimulus from greater traf- 








THE CINCINNATI GAS 
& ELECTRIC COMPANY 





Over 104 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has 
declared a dividend of 30 cents 
per share payable August 15, 1957, 
to shareholders of record 
July 15, 1957. 


WALTER E, BECKJORD, SECRETARY 
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: COMMON STOCK DIVIDEND NO. 92 
This is a regular quarteriy 
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25¢ 
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: to holcers of record at c ose 

ee of business July 20, 1957. 

ee H. Edwin Olson 
Vice-President and Secretary 
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fic movement and will reflect the results 
of new port construction and the addi- 
tional employment which will ensue. 
While it is likely that Canadian port 
development may be stimulated to a 
greater degree than on this side, it would 
seem that Duluth would be a principal 
beneficiary of this venture and, prob- 
ably in anticipation thereof, the Minne- 
sota State Legislature has recently au- 
thorized a $10 million appropriation for 
construction there of a cargo terminal. 


The power generation aspects of the 
Seaway assume prominence in the over- 
all plan, given the tremendous power po- 
tential and dependable rate of flow of 
the St. Lawrence River. The Hydro-Elec- 
tric Power Commission of Ontario, sup- 
plying electricity to practically the entire 
populated area of the leading Canadian 
industrial province, had long eyed the 
river as the last major power source 
within economic transmission range of 
large load centres but a stiff battle in the 
United States for many years over the 
issue of public or private development 
delayed plans for joint action. With reso- 
lution of the matter in favor of the Pow- 
er Authority of the State of New York, 
the way has been cleared and it is ex- 
pected that power generation will begin 
in about a year, with final completion 


around 1960. 


Construction, maintenance and opera- 
tion costs are to be shared equally, ex- 
cept for machinery and equipment in the 
respective powerhouses, which are de- 
signed to produce 1,640,000 KW for 
equal distribution. Ontario Hydro ex- 
pects as its share an average annual out- 
put of electricity from this source more 
than double the 1956 total consumption 
of Toronto, a most welcome addition to 
meet Ontario’s insatiable demands. As a 
gauge of Ontario Hydro’s planning 
needs, if future expansion even ap- 
proaches the march of the last decade, 
the Province of Ontario produced in 
1956 manufactured goods of an esti- 
mated value of $10.6 billion or roughly 
half of the total value of all Canadian 
manufactures, as compared with $3.8 
billion in 1946. This 179% increase 
points up the concentration in Ontario 
of industry dependent upon good labor, 
transportation, plentiful power and 
water and accessibility to consuming 
markets, as well as means for agricul- 
tural subsistence. 


Availability of adequate power sources 
will attract industry to both banks of the 
St. Lawrence, as development of the 
Niagara River did at Niagara Falls, and 
already some large-scale power users 
have indicated intentions of locating 


plants there. As work on the Seaway goes 
forward, it will be interesting to watch 
the creation of a modern industrial cen- 
ter which, starting from the ground up, 
can embody the latest concepts of de- 
sign, function and efficiency. In spite of 
the very substantial progress already re- 
corded on all phases of this tremendous 
international undertaking, it still re- 
mains somewhat out of the public eye, a 
condition which will be remedied as 
financing for new manufacturing facili- 
ties begins to come to market over the 
next several years. 


EMPLOYEE SToOcK OWNERSHIP: 
FREE ENTERPRISE IN ACTION 


The theoretical benefits of widespread 
employee stock ownership have received 
some heavy shocks over the years as 
business fortunes have waned, as well as 
waxed. The vagaries of the market place 
and the rigors of competition have some- 
times seemed to prove the unwisdom of 
pouring back one’s savings into the 
source of one’s livelihood. The outstand- 











SOUTHERN 
NATURAL GAS 
COMPANY . 


Birmingham, Alabama 


Common Stock Dividend No. 73 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able June 13, 1957 to 
stockholders of record at the 
close of business on May 
31, 1957. 

H. D. McHENRY, 
Vice President and Secretary. 


Dated: May 11, 1957. 























Pullman 
Incorporated 


359th Dividend and 
91st Consecutive Year of 


Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on June 14, 
1957, to stockholders of record 
May 31, 1957. 

CHAMP CARRY 


President 
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ing exception is probably the petroleum 
industry where top management of the 
leading units has looked with special 
favor upon employee participation and 
has made ownership of shares so attrac- 
tive through price concessions or easy 
terms that practically all the large inte- 
grated companies number a majority of 
their employees as owners. 


Latest evidence of this trend in the 
industry comes from Standard Oil Co. 
(N. J.) in a compilation of its principal 
domestic refining and marketing afh- 
liate’s employee stockholdings. This re- 
port from Esso Standard Oil Co. shows 
that more than 20,000 of the approxi- 
mately 27,000 employees hold “Jersey” 
stock through the employee savings plan. 
Translated into other terms, 1.9 million 
shares are employee-owned; this means 
an average holding of close to 95 shares, 
worth at today’s market about $6,000 
and producing a yearly dividend return 
of some $200, a very tidy nestegg. 


Because of the world-wide activities 
of the parent organization, it has not 
been feasible to put into effect an over- 
all employee saving or stock plan similar 
to the one in question and, by the same 
token, inability to arrive at a meaning- 
ful figure of total employee stockhold- 
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DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 36 cents 
per share on the Common Stock 
of the Company, payable July 
1, 1957 to stockholders of record 
at the close of business June 3, 
1957. 


D. W. JACK 
Secretary 


\_ May 17, 1957 ) 
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COMPANY 





















232nd 
Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has heen declared 
payable July 15, 1957, to share- 
holders of record June 7, 1957. 
EMERY N. LEONARD 
Secretary and Treasurer 
{ Boston, Mass., May 20, 1957 ee 














ings accounts for failure to mention this 
subject in the 1956 annual report. Esso 
Standard’s stake of 1,900,000 shares, 
though only a small fraction of the near- 
ly 197 million shares outstanding, is 
unquestionably augmented by other siz- 
able stock interests among the unreport- 
ed balance of the 156,000 employees, 
even though the ratio of holding may be 
lower than three out of four. 

In the case of a stock of sterling insti- 
tutional caliber such as “Jersey”, the 
need for market “support” is practically 
non-existent, except possibly in mo- 
ments of extreme stress which are few 
and far between in these days of SEC 
regulation. However, the steady flow of 
thrift plan funds into stock provides a 
measure of demand. In addition to these 
trickles, the executive stock option 
plan represents another solid pillar when 
one considers that the parent company 
reported a total of 483,816 shares on 
hand at the end of 1956 against out- 
standing options for 517,126 shares. 
These shares were acquired in the open 
market for some $24 million. The an- 
nual report also notes that there re- 
mained 601,040 shares subject to op- 
tion under a certain plan, another evi- 
dence that where such incentive plans 
acquire their offerings in the market the 
company’s stock can count upon a 
rather resilient cushion in hard times. 


A AA 


Canada Trust Co. Creates 
Management Incentive Plan 


A Management Incentive Plan has 
been established by Canada Trust Co., 
(and its affiliate, Huron & Erie Mort- 
gage Corp.), the first of its kind to be 
created by any financial institution in 
Canada. 


The plan has three salient points: 
1) Since the cost will be borne directly 
by the shareholders, and salaries are 
already in line with competition, the 
expense is warranted only if it increases 
profits. The primary objective is to in- 
crease Company earnings. 2) It is not 
to be confused with the ordinary bonus 
or profit-sharing plan. It is strictly an 
incentive for more effective management 
and sub-management effort. 3) Rewards 
will be made to senior employees entirely 
on the basis of individual merit. 


Each year 20‘% of the combined oper- 
ating profits of both Companies will be 
set aside for staff participation after full 
provision for deductions and reserves 
allowed in determining taxable income, 
income tax itself, and an amount equal 
to 10% of Huron & Erie capital. Parti- 
cipating employees, depending on indi- 


vidual performance during the past year, 
will be classified into four categories 
awarded 8, 7, 6, and 5 points respec- 
tively for each $100 of annual salary. 
Participation will be in direct ratio to 
the number of points awarded. 

The Plan will be administered by a 
committee appointed by the Executive 
Committee of the Board of Directors, 
They will use all yardsticks available 
in assessing individuals—personal con- 
tacts, efficiency of departments, profits 
obtained, and the like. The Board of Di- 
rectors has also reserved the right to 
alter or discontinue the Plan at its 
discretion. 

A&A 

@ A study of “Investment Policies of 
Public Pension Funds” has been prepared 
by Adolph E. Grunewald, assistant pro- 
fessor of finance at Michigan State Uni- 
versity. Copies may be obtained by writ- 
ing for Special Bulletin 1957C to Munici- 
pal Finance Officers Association, 1313 
East 60th St., Chicago 37, Il. 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable June 15, 1957, to stockholders of 
record at the close of business May 27, 


E. F. VANDERSTUCKEN, JR., 


Secretary. 











Johns-Manville 


Corporation 


DIVIDEND 








The Board of Direc- 
tors declared a quar- 
terly dividend of 50c 
per share on the 
Common Stock pay- 
able June 7, 1957, 
to holders of record 
May 27, 1957. 


JOHNS -MANVILLE 


JM, 


SrROoDUCTS 


ROGER HACKNEY, Treasurer 























TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


May 8, 1957 


A dividend of fifty-five 
(55c) cents per share was 
declared payable June 25, 
1957, to stockholders of rec- 
ord at the close of business 
June 6, 1957. 


Joun G. GreenBuRGH 
61 Broadway Treasurer. 


New York 6, N. Y. 
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an era begun... 


To the curious crowd, it was Thanksgiving Day, 1895. 
To the Duryea brothers, it was D-Day. 

For this was the day they would compete in America’s 
first automobile race, from Chicago to Evanston and 
back. A race that would see only six of over 80 entries 
able to start... and only two able to finish. 

\t 7% miles per hour, the Duryeas’ car didn’t exactly 
sweep across the finish line as it won . . . but it did sweep 
away the last obstacles to the automotive era. 

Nor was it merely the automobile age which the 
Duryeas ushered in. For, as thousands and then millions 
of automobiles took to the road, petroleum fell heir to 
the job of powering them. Oil became the nation’s num- 
ber one source of energy. 
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Picture courtesy Automobile Club of Buffalo, New York 


So it is that Cities Service, which has grown up with 


the automobile, now is faced with the biggest demand 
for its products in history ...a demand heightened by 
the development of entirely new gasolenes now at Cities 
Service stations. 

These new gasolenes are years ahead of their time... 
fitting companions for the cars of the future which auto- 
motive men have brought us today. More importantly, 
they're typical of all Cities Service products, and sym- 
bolic of even finer petroleum products to come. 


CITIES ® SERVICE 
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More Temperate Expansion Climate Noted In 


The Canadian Economy 


N MID-1957 THE CANADIAN ECONOMY 
] is continuing to grow, although at a 
lower rate than a year ago. In 1956 
Canadian GNP rose 11% to $29.8 
billion, and industrial production by 
7%. The principal motivating factor was 
capital expenditures, which exceeded 
original expectations by totalling $7.9 
billion. All sectors of the economy bene- 
fitted, including farm income, up 4% 
and motor vehicle production 442%. 
Only the housing industry showed weak- 
ness — although completions were up 
6%, starts were off 8%. 


Thus the economy entered 1957 with 
virtually full employment and it could 
not be expected that the rate of expan- 
sion could equal 1956. The winter 
months held fairly level on the high 
plateau reached late last year. Industrial 
production is now running some 4%- 
5% higher than in the first half of last 
year and about 1% ahead of the high 
second half. For the full year. a gain of 
3-4% appears likely. 

As shown in the attached table, the 
utilities plan the greatest increase in 
capital expenditures. This reflects ac- 
celerated construction in oil and gas 
pipelines, hydroelectric developments, 
and the St. Lawrence Seaway. Commer- 
cial and institutional establishments also 
plan substantially increased programs. 
The only sector showing a decline is 


BACHE & CO. 


Members of New York Stock Exchange 
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Photo by Capital Press Service 


Concrete walls of a near mile-long canal at Iroquois, Ontario, western end of the new 
Seaway. Contractors are installing here, a thousand miles from the sea, a component of a 
huge lock to handle ocean shipping. 





housing. In 1956, new starts were about 
127,000 units with completions of a 
record 136,000. In the current year, 
housing starts are expected to be ap- 
proximately 100,000 units and comple- 
tions 110,000. 


In comparing the capital program for 
1957 with last year, one significant point 





CAPITAL EXPENDITURES IN CANADA 











Outlays Outlays Plans I 

in in for Increase 

1955 1956 1957 1957/56 

(Millions of dollars) 
Primary! ical -.... » 999 $1,296 $1,299 0.2 
Manufacturing x Or 947 1,349 1,471 9.0 
Utilities? PE a oe es 1,099 1,630 2,185 34.0 
Commercial Services _..- 561 607 728 19.9 
Housing Pe ee ee 1,575 1,283 —18.5 
Institutions Ae OST eee 408 402 469 16.7 
Govt. Departments __ 837 1,041 1,098 5.5 
Total $6,350 $7,900 $8,533 8.0 
Comprising: 

New Construction _............ 4,314 5,283 5,586 5.7 
New Machinery and Equip’t. 2,036 2,617 2,947 12.6 


1Includes: agriculture; forestry; fishing; mining and petroleum development; and the con- 


struction industry. 


2Includes: power; transportation; warehousing; communications; and municipal waterworks. 
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arises: in 1956 several major projects 
were initiated while the 1957 program 
represents, to a large extent, a continua- 
tion of activity on earlier plans plus 
stores, office buildings, institutions and 
municipal improvements, which will 
carry over into next year. 


Major Projects Under Way 


Major projects under way include the 
St. Lawrence Seaway, the Westcoast 
Transmission Line and the _ Trans- 
Canada Pipe Line. The Westcoast Trans- 
mission Line, from the Peace River dis- 
trict in northern British Columbia to 
the United States border near Van- 
couver, is now two-thirds completed and 
should be ready in November. The bulk 
of the Peace River gas will be sold to 
El Paso Natural Gas. So rapidly is de- 
mand building up that Westcoast is 
planning a second line from the Savanna 
Creek area in southern Alberta to the 
border between the State of Washing- 
ton and British Columbia. 


Work on the Trans-Canada Pipe Line, 
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which will transmit Alberta gas as far 
east as Montreal, was held up last year 
by shortages of pipe. Present schedules 
call for construction to reach Port 
Arthur at the head of Lake Superior by 
freeze-up this winter, and the section 
between Toronto and Montreal is also 
to be laid in the current year. The 
middle section through northern On- 
tario is to be built next year, thus com- 


pleting the line in late 1958. 


These pipelines will enable Canada’s 
large reserves of natural gas — cur- 
rently estimated at 22.5 trillion cubic 
feet — to be brought to market. Until 
now, some natural gas has been sold 
locally, but most gas wells have been 
capped or the gas flared. The expansion 
in the Western oil industry has brought 
a 20-fold increase in Canadian oil pro- 
duction in the last decade, with domestic 
production now close to 200 million 
barrels a year, and equivalent to about 
78% of Canadian consumption. The 
natural gas industry is expected to trace 
a somewhat similar growth pattern once 
major pipelines are completed. 


The other natural resource currently 
undergoing rapid development is ura- 
nium. Canadian reserves at the end of 
1956 were officially estimated at 225 
million tons, containing some 237,000 
tons of uranium oxide, and it is widely 
believed that reserves may prove to 
be double these figures. At present 
Canadian mines hold contracts for $1.6 
billion of uranium oxide, to be filled by 
March 1963. Most of the mines have 
come, or are coming, into production in 
the current year and by 1958 the value 
of uranium production should be in the 
neighbourhood of $350 million, making 
uranium Canada’s leading metal. 


Some Soft Spots 

The 1956 capital expenditure program 
of $7.9 billion, amounting to 26.6% of 
GNP, placed considerable strain on 
Canadian resources. While exports rose 
12% up to $4.9 billion, imports rose 
21% to $5.7 billion, and Canada’s trade 
deficit reached record proportions. The 
primary factors were the need for ma- 
chinery and equipment and special steel 
not manufactured in Canada. Neverthe- 
less, the premium on the Canadian dollar 
edged upwards throughout the year, as 
the inflow of capital accelerated. The 
heavy need for funds, coupled with the 
government’s anti-inflationary policy of 
restricting growth in the money supply, 
resulted in an increased volume of fi- 
nancing being placed abroad, particu- 
larly in New York. During 1956 Canada 
Imported some $763 million net of 
capital through international security 
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transactions; as well, a net direct in- 
vestment of $525 million was made in 
foreign-controlled companies in Canada. 


In the first five months of 1957 no 
reduction has been made in the Can- 
adian trade deficit, but capital inflow 
has continued at a high level, raising 
the premium on the Canadian dollar to 
44 %-434 %. Since exports are expected 
to increase more rapidly than imports 
over the rest of the year, a slightly im- 
proved trade balance is expected. A 
slowing down in rate of capital inflow 
would not be entirely unexpected. 


This year certain segments of the 
economy are experiencing difficulty. The 


pulp and paper industry is faced with an 
easy supply position and lumber and 
plywood producers have been hard hit 
by decline in construction. Of greater 
effect on the economy, however, is the 
current high premium on the Canadian 
dollar. This reduces the profit margins 
of producers of newsprint and metals 
whose main market is the United States. 
As well, it results in greater competi- 
tion from imports and consequent nar- 
rowing of profit margins for many 
secondary manufacturers. Since the 
premium is not expected to remain 
permanently at the current high level, 
its adverse effects should gradually 
lessen. 
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Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 
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Liberalization Noted in 
Canada’s Institutional Investing 


TRUSTS AND ESTATES SURVEY COVER- 

ing a cross section of the various 
Canadian institutional investment sectors 
indicates that professional Canadian 
managers differ in their phoilosophy 
only in minor degree from confreres in 
the United States. Possibly the trend 
toward investment liberalization in this 
country started a few years earlier; in 
any event, Canadian investment men 
have evidenced in recent years a for- 
ward-looking acceptance of greater part- 
nership participation and have actively 
campaigned for fewer restrictions. How- 
ever, a slightly higher level of conserva- 
tism overall than in the United States 
tends to prevail. 


The natural resources of the country 
are so vast and varied that they inevit- 
ably call for long-term equity capital, 
plus technical know-how, a combination 
available from Canadian sources in 
insufficient quantities to meet the re- 
quirements of rapid expansion. Accord- 
ing to the preliminary report of the 
Royal Commission on Canada’s Eco- 
nomic Prospects, “Canadians seem more 
than willing to purchase the relatively 
few well-established equity stocks avail- 








A SAMPLING OF CANADIAN INSTITUTIONAL INVESTMENT 
(In Canadian dollars; 000 omitted) 








Bonds 
Dom- 

Total Prov- Other 

Assets Mun Unspecified Corporate Stocks Assets 
Educational 
Fands! 70,661 50,600 10,983 5,035 4,043 
Fire & Casual- 
ty Ins. Cos.? _ 371,618 238,822 40,727 92,069 
Investment 
Companies? __ 887,431 34,367 42,662 810,402 
Life Ins. 
Companies? _. 6,278,437 3,399,239 331,109 2,548,089 
Trust 
Companies’ __ 973,215 216,323 226,175 69,321 394,996 4,300 


1Based on data from 15 institutions with various report dates over recent months. 
*Canadian companies. Source: Report of Superintendent of Insurance for Canada, Dec. 31, 1955 


(later data not yet available). 


’Based on data from 46 companies domiciled in Canada with various recent report dates. 
4Trust and agency accounts of 11 institutions with various recent report dates. 





able to them . . . The fact is, however, 
that there are not available in Canada to 
the extent required large pools of capital 
for long-term projects which involve 
risk and on which no return may be 
expected for several years.” 


The same report states that some 
witnesses suggested relaxation of in- 
vestment rules for trustees and life in- 
surance managers to permit exercise of 
broader judgment, such as modifying 
provincial trustee restrictions, raising 
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the 3% limit on life insurance invest- 
ment under the “basket clause” and also 
raising the 15% limit on permissible 
placement in common stocks, as well as 
easing valuation basis for stocks which 
decline below cost or book value. 


In the accompanying table, it will be 
noted that the educational institutions 
are invested about 70% in Dominion, 
Provincial and Municipal bonds, largely 
due to provincial restrictions. Most of 
them can only acquire other investments 
through bequest. In the trust company 
category, the breakdown of eleven re- 
porting institutions indicates equities 
at about 40% of the total. This figure 
is somewhat below the 50-60% range 
mentioned in panel discussions by some 
trust investment officers in this country 
as a norm for personal trusts without re- 
strictions or special conditions, as well 
as the 55% average in discretionary 
Common Trust Funds reported in a re- 
cent compilation.* While the trust and 
agency accounts used here as a sample 
represent less than 20% of reported trust 
assets of all Canadian institutions, it is 
probably a fair presentation of invest- 
ment preferences, inasmuch as_ the 
sources include several of the largest 
institutions, as well as others in the 
medium to smaller categories. 


Reverting to the need for outside 
capital to develop Canada’s potentials, 
her situation today is analogous to that 
of the United States at the turn of the 
last century when British and Dutch 
investors sponsored its industry and 
transportation. With the continuing ex- 
pansion of the Canadian economy and 
growth of per capita wealth, there is 
every expectation that equity ownership 
of her sources of wealth will increasingly 
inure to Canadian citizens. 

*T&E Apr./57 p. 366. 
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Natural gas feeds 


industry’s fabulous flame 


In the Heartland of American industry, natural gas finds 
literally thousands of different industrial applications—be- 
cause natural gas can do so much that other fuels cannot do. 

It is an industrial fuel, a precision tool and a raw material 
—and new, specialized uses for it are continually being devel- 
oped for the manufacturing, fabricating and processing plants 
of this growing dynamic region. 

In the part of the Heartland served by Columbia Gas 
System—in Ohio, Pennsylvania, West Virginia, Kentucky, 
Virginia, Maryland and southern New York—the consump- 









THE COLUMBIA GAS SYSTEM, 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, 
Central Kentucky Natural Gas Company, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation 
COLUMBUS GROUP: The Ohio Fuel Gas Company... PITTSBURGH GROUP: The Manufacturers Light and Heat Company, 

Columbia Gas of New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 











tion of natural gas by industry has more than doubled since 
1946. By 1961, the estimated annual natural gas needs of the 
steel manufacturing and fabricating mills, the glass and 
ceramics works, the machinery and appliance factories and 
a score of other endeavors will more than triple the 1946 
volume. 

Columbia Gas System companies are planning and build- 
ing now to meet these future requirements—to provide the 
gas supplies and the facilities to feed the fabulous flame that 
grows and grows in America’s industrial Heartland. 


INC. 





FAVORITE CANADIAN EQUITIES Nova Scotia Lt. & Pr. 5 { 
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St. Louis, with which it is affiliated. It is the oldest trust company in 
OF BASIC TRUST DATA Missouri. 
VITALLY NECESSARY We suggest consideration of our Company for ancillary service in 
pub eetnieenec® athoen, Missouri or where recommendations are to be made to people moving 
CEMENT from other states to Missouri. 
WRITE FOR DETAILS 
“Trust Service Exclusively” 
STUDLEY, SHUPERT e e 
TRUST INVESTMENT | Ot. Louis Union Trust Company 
P COUNCIL ST. LOUIS, MISSOURI 
Mea 1617 Pennsyivania Bivd. Affiliated with the First National Bank 5 
couch. ss Philadelphia 3, Pa. 
a 


590 TRUSTS AND ESTATES 















GRADUATED INVESTMENT PROGRAMS 


OFFERED BY DOMINION PANEL 


HE TrRusT CoMPANIES ASSOCIATION 
i Canada’s forum on trust invest- 
ments outlined for the conferees three 
approaches to composition of a $100,000 
trust account under current conditions, 
each one designed to meet a different 
objective, namely, maximum current 
income, a portfolio balanced between 
current income and capital appreciation 
or maximum capital growth. These pro- 
grams were presented as a feature of 
the April 25th conference in Toronto by 
Messrs. G. D. Forsyth, assistant secre- 
tary-treasurer, National Trust Co., Ltd.; 
J. F. G. Smele, Chartered Trust Co.; 
and K. A. White, Royal Trust Co., with 
James H. Joyce, assistant general man- 
ager, Crown Trust Co., as group mode- 
rator. 


Mr. Joyce stressed the paramount im- 
portance of the investment function in 
trust company growth, asserting that 
the unfounded criticism 
servatism must be refuted by request 
for broader powers in trust instruments 
and, when obtained, by acting courage- 
ously under them. 


of over-con- 


Mr. White presented the “maximum 
income” portfolio shown in the accom- 
panying table, designed to produce a 
long-term income of 5.3% without sacri- 
fice of principal security. To avoid pos- 
sibly reduced return through refundings, 
call features must be scrutinized care- 
fully while, at the same time, seeking 
some protection against erosion of pur- 
chasing power by use of convertible or 


warrant-bearing issues, where advan- 
tageously available, to supplement the 
equity portion. Preferred stocks with 
conversion privileges, a good sinking 
fund or particularly attractive yield rela- 
tive to quality would also be helpful, 
especially where the dividend tax credit 
is meaningful. Equities of basic Canad- 
ian industries giving reasonable return 
and some growth factor are included 
but capital gain should not be the 
principal objective. Some “sweetening” 
of income through a modest mortgage 
commitment would also be welcome, 
although the spread today is less than 
normal over provincial or municipal 


bonds. 


In summation, Mr. White suggested 
an approximate breakdown of: 


10%—-provincial or municipal bonds 

20%—high-grade utility bonds 

15%—industrial bonds with conversion or 
warrants 

15%—sound mortgages 

10%—preferred stocks (or, alternatively, 
industrial bonds) 

20%—equities. 


For the “balanced fund” investor, Mr. 
Forsyth pared down the fixed income 
portion of the portfolio from Mr. 
White’s 70% to about 50%, while re- 
ducing preferreds from 10% to 5%. 
This resulted in an equity position of 
about 45%, divided between stocks with 
reasonable current income and others 
with good prospects of growth. He cau- 
tioned against the temptation of today’s 






superior fixed-income return as against 
equities which, if yielded to, would up- 


. set the objective of balanced investment. 


However, if future interest rates should 
ease and bond prices rise, prudent 
switches into other media might be in 
order. As to preferred stocks, Mr. 
Forsyth noted their relative lack of at- 
traction at current prices except for the 
tax-credit feature but he included the 
one example because of its share-for- 
share 3 year call on common stock and 
because it was available below the call 
price. The average yield on this program 
was 4.62%. 

With all restrictions removed in the 
search for maximum capital growth, Mr. 
Smele nevertheless warned that the ten- 
ets of sound investment procedure still 
governed and that today’s “glamor” en- 
trants among the uraniums and junior 
oil and natural gas issues lacked the 
qualities for inclusion in this portfolio. 
Growth, he stressed, lies not alone in 
new fields but also in established com- 
panies with capital, experience and tech- 
nical knowledge. His selections, shown 
in the accompanying chart, break down 
into nearly 48% in industrials and 27% 
in mining and oil ventures, with the 
balance of nearly 25% in short Treas- 
uries, pending development of other 
interesting situations. In spite of politi- 
cal or other uncertainties, Mr. Smele was 
still inclined to buy equities at levels 
then prevailing and he expressed the 
conviction that “all or most” of his 
selections would sell at considerably 
higher levels over the coming decade. 


Mr. Smele’s comments upon his selec- 
tions were as follows: 





Maximum Income 
Bonds 


$10,000 Ontario Hydroelectric 5-1977 
5,000 Bell Telephone 454-1966 
10,000 B. C. Telephone 5-1982 
5,000 Cons. Gas 5%4-1977 
5,000 British-Am. Oil 5%4-1977 
5,000 Abitibi conv. 444-1966 
5,000 Consol. Den 5-1962 (ex-wts) 
5,000 Dom. of Canada 2%4-Dec. 1957 
5,000 IAC 90 day note (544%) 


Mortgages 
15,000 at average yield of 6 2/3% 


Preferred Stock 


50 Aluminum 2nd 
100 British Col. Elec. 5% 


Common Stock 


100 Gatineau Power 

50 Bell Telephone of Canada 
50 Asbestos Corp. 

25 Int. Nickel 

50 Consolidated Paper 
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THREE TYPICAL CANADIAN INVESTMENT PROGRAMS 


50 Price Bros. 

100 Building Products 
100 Canadian Breweries 
100 Canadian Pacific Ry. 


Balanced Fund 
Bonds 
$10,000 Dom. of Canada 3-Feb. 59/62 
10,000 Ontario Hydroelectric 5-1977 
10,000 B. C. Telephone 5-1982 
10,000 Dominion Stores 544-1976 


Mortgages 
10,000 at average yield of 654% 


Preferred Stock 
200 Canadian Breweries $1.25 conv. 


Common Stock 


100 Bell Telephone of Canada 

100 British American Oil Co. 

200 Canada & Dominion Sugar Co. 
100 Canadian Bank of Commerce 
150 Consolidated Paper Corp. 

175 Dominion Foundries & Steel 


50 International Nickel Co. 
75 Moore Corp. 
75 H. Walker-Gooderham & Worts 


Maximum Capital Growth 


% 
Price Yield 


Bonds 
$25,000 Treasury Notes 
(oO Gave)... 3.62 
Stocks ; 
100 Calgary Power 66% 1.50 
200 Consumers Gas _... 37 2.16 
175 Dominion Foundries 30 3.33 
150 Dominion Stores _. 49 2.55 
100 Moore Corp. 62%, 3.19 
150 Powell River ___ 42 4.28 
200 Toronto-Dom. Bank 43 3.49 
150 British Am. Oil _.. 50% 1.98 
150 Interprovincial 
PR, sisi caenen 58s 2.41 
100 International 
Niche Go. 106% 3.52 
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Calgary Power—a fast-growing situation 
Consumers Gas—great potential, particu- 
larly 
areas of Metropolitan Toronto 
Dominion Stores—well managed and one 
of largest Canadian retail food chains 
Moore Corp.—first rate management in 
this aggressive producer of business forms 
with good growth over past ten years 
Powell River—well diversified interest- 
ing situation; owns world’s largest news- 
print mill besides a number of sawmills. 
Toronto-Dominion Bank—old established, 
vigorous bank which should continue to 
prosper with growth of population 
British-American Oil — fully-integrated 
oil company with great possibilities, es- 
pecially in view of world conditions 
Interprovincial Pipe Line—a sound, well- 
entrenched carrier; extension under way 
from Sarnia to Toronto will make it 
largest crude oil line in the world 
International Nickel—extensive range of 
uses makes world’s largest nickel producer 
less vulnerable to competition of other 
metals; huge guided missile program will 
be additional outlet. 


The panel members were polled as to 
their four favorite common stocks with 
this result: four selected International 
Nickel, three Moore Corporation, two 
each for British-American Oil, Calgary 
Power, Steel Co. of Canada and Steep 
Rock Iron Mines and one chose Cana- 
dian Bank of Commerce. 


in and around rapidly-developing 


Canadian Estate Planning 
Councils 


Estate planning councils are becom- 
ing more numerous and more active in 
Canada, paralleling the growth of trust 
services and the recent formation of the 
Trust Companies Association of Canada, 
with regional subdivisions. Herewith 
are reports from the four Councils long- 
est established. 


Hamilton, Ont. — Perhaps the most 
successful program of the 1956-57 year 
was a panel presentation of “Analysis 
and Planning of an Estate”, the panel 
members being selected from within 
the organization, and the subject being 
covered in two sessions. Topics covered 
at the other meetings: “If you can’t take 
it with you, how much can you leave 
behind?”; “Deferred Compensation”; 
“Men and Corporations”; “Investment 
Aspects of Estate Planning”; “Commun- 
ity of Property in the Province of 
Quebec”; and “Review of Recent Cases 
Affecting Estate Planning”. 

Attendance for the year averaged 80% 
for this Council, organized in September 
1954. Unlike Montreal and Toronto, its 
membership — limited to 33 — includes 
attorneys and accountants. It consists 
presently of 10 lawyers, 10 chartered life 
underwriters, 7 accountants and 6 trust 





<Doston Fund 





MASSACHUSETTS INVESTORS 
GROWTH Stock FUND 





Massachusetts Investors Trust 





Century Shares Trust 





CANADA GENERAL FUND 


(1954) LIMITED 





The 
Bond Fund 


OF BOSTON 





NEW YORK 
61 Broadway 





A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 
VANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


CHICAGO 
120 South LaSalle Street 


LOS ANGELES 
210 West Seventh Street 
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officers. The small membership permits 
freer discussion and greater understand- 
ing of one another’s function. 


Officers for the 1956-57 season were: 
Pres. — A. L. Ambrose, Q.C.; Vice Pres. 
— P. H. Erickson, C.P.A.; Sec. — War- 
ren E. White, trust officer, National 
Trust Co., Ltd.; Treas. — H. F. Lazier, 
Q.C. 

Ottawa, Ont. — Officers for the year 
1957 are: Pres. — Lloyd Stevenson, 
C.A.; Vice Pres. — Ralph E. Foster, 
business consultant; Sec. — J. W. Mc- 
Kinnon, attorney, Metropolitan Life In- 
surance Co. of Canada (head office) ; 
Treas. — Clarence H. Ferris, trust off- 
cer, Toronto General Trusts Corp. 


Toronto, Ont. — Among the topics 
considered this past year was “Regis- 
tered Retirement Savings Plans”. One 
speaker discussed the background and 
significance of recent amendments to the 
Income Tax Act with respect to these 
plans; another spoke on the insurance 
companies’ method of handling them; 
and a third explained trust company 
services in regard to retirement savings 
plans. Interest was so widespread that 
each member was allowed to bring a 
guest and the total attendance was 82. 


Officers elected at the May 7 annual 
meeting for the ensuing year were: 
Pres. — Bruce B. Reid, C.L.U., Sun 
Life Assurance Co. of Canada; Vice 
Pres. — Kenneth Burn, manager of 
estates, Chartered Trust Co.; Treas. — 
John Tomlinson, C.L.U., Manufacturers 
Life Insurance Co.; Sec. — John W. 
Bayne, of the Royal Trust Co. 

Montreal, Que. — The membership of 
this Council consists of 25 trust company 
officers and 25 life underwriters. The 
monthly dinner meetings, with an at- 
tendance averaging 75% of membership, 
featured this year such programs as: 
Marriage Contracts in Quebec; Insured 
and Trusteed Pension Plans; Economic 
Forecast for 1957; Valuation of Busi- 
ness Interests; A Film on Business Life 
Insurance; and a Panel Discussion on 
handling small estates up to $125,000. 
Except for the panel discussion, speak- 
ers were from outside the membership. 

The December meeting was a dinner 
dance for members and their wives, and 
the Annual Meeting is in June. Officers 
for the 1956-57 season are: Pres. — 
C. R. Wilson, assistant manager, Toronto 
General Trusts Corp.; Vice Pres. — C. 
J. Pike, supervisor, Sun Life Assurance 
Co. of Canada; Treas. — E. F. F. 
Shepherd, assistant manager, Crown 
Trust Co.; Sec. — E. B. VanDine, 
branch manager, Imperial Life Assur- 
ance Co. of Canada. 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Tax Exemption Approved for 
Fixed Municipal Bond Fund 


HE INTERNAL REVENUE SERVICE HAS 
el the tax-exempt status of a 
fixed-type investment fund to be invested 
in munic’ pals with the exemption “passed 
through” to certificate holders. Spon- 
sored by the investment brokerage and 
banking firm of Ira Haupt and Com- 
pany. Who have been working on the 
idea for three years, the Municipal In- 
yestment Trust Fund series A has been 
registered with the Securities and Ex- 
change Commission in an amount con- 
sisting of 5,000 units of $1,000 each. 


No continuous offering will be made 
as is the practice with the more conven- 
tional mutuals, but it is assumed that 
additional series will be underwritten in 
the future. Nor will there be any substi- 
tutions for the originally selected bonds 
as in the managed open-end funds ex- 
cept in the case of refundings. The un- 
derlying securities may be sold by the 


| trustee, the Guaranty Trust Co. of New 


York, on the direction of the sponsor de- 
positor, in the event of adverse market 
or credit factors affecting their invest- 
ment stability and, of course, to pay re- 
deeming investors. 


Two months ago (T&E, April p. 375) 
attention was called to legislation before 
Congress which would permit the con- 


| ventional type managed mutual invest- 


ing substantially all of its assets in muni- 
cipals to similarly “pass through” tax 
exemption to the investor. At this writ- 
ing, the bill is still in the House Ways 
and Means Committee with the several 
mutual sponsors interested in the forma- 
tion of municipal funds optimistic about 
its passage. The Haupt fund did not re- 
quire new legislation to establish tax ex- 


| empt status because its underlying in- 


vestments 
changed. 


are fixed and can not be 


Regulations under the Code provide 
that both a management type trust and 
fixed investment trust are associations 
and taxable as such “if there is a power 
under the trust agreement to vary the 
investment of the certificate holder.” The 
tuling on the new municipal fixed trust’s 
status therefore concluded that “since 
the Trustee will have no power to rein- 
Vest in additional bonds or other securi- 
lies or vary the investment in any man- 
her, except that the Depositor may di- 
tect the Trustee to exchange bonds for 
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any new refunding obligations,” the 
fund “does not constitute an association 
taxable as a corporation for Federal in- 
come tax purposes ....” The ruling, in 
addition, specifically exempts income to 
the trustee or certificate holder from 
Federal income tax since the interest on 
the underlying municipals is free of such 
tax. 


Several advantages over the proposed 
more conventional managed municipal 
mutual are visualized for this fixed fund. 
First, one of the wider markets antici- 
pated is that of the smaller trust account 
which could not formerly obtain ade- 
quate diversification. Since the manage- 
ment element is absent in the changing 
of securities, it is suggested that the pos- 
sible objection to delegation cannot 
arise. In fact, the absence of a manage- 
ment fee is another possible reason for 
the superiority of the fixed trust over 
the managed mutual, for what need 
should there be for such management, 
so the argument runs, after the original 
selection has once been made of a good 
quality bundle of twenty-five to fifty 
municipal issues . . . except, of course 
for the weeding out on possible deteri- 
oration. Thirdly, the investor in each 
series of the new fixed fund, which, of 
course, depends on income for its ap- 
peal, has a good idea of what return to 
expect since, barring refundings, all of 
the underlying securities have been pur- 


chased at approximately the same time 
in the market. On the other hand, as the 
more conventional open-end fund con- 
tinues to grow by adding new investors 
and capital, it may well be forced to add 
to its portfolio municipals yielding much 
less than initially. 

Pricing problems of the Haupt fixed 
fund are less complex than would be the 
case with the open-end mutual with its 
securities continuously on tap probably 
necessitating at least daily valuation. In 
the case of the former, the trust agree- 
ment provides for appraisal “... . on the 
first business day following each calen- 
dar week in which a Certificate holder 
shall have presented a Certificate to the 
Sponsor for payment,” semi-annually in 
June and December, or any day the 
sponsor may tender a certificate to the 
trustee for liquidation. Securities are 
valued in these instances at bid prices. 
The public offering price will be deter- 
mined by valuing the bonds as listed in 
the Blue List of Current Municipal Offer- 
ings plus accrued interest and adding 
thereto as underwriting commission 
4.166%. The gross underwriting com- 
mission of 4% based on the offering 
price corresponds with the 4% acquisi- 
tion cost presently contemplated by the 
proposed managed municipal mutuals. 

While no management fee is, of 
course, charged to the certificate holders 
of the fixed municipal trust, the Guar- 
anty Trust as trustee will be paid a fee 
for ordinary administrative services of 
2/10 of 1% per annum based on the 
semi-annual valuation. If the value of 
the series should be less than $3 million, 
the fee is upped to 3/10 of 1%. It 
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should be pointed out that, although 
continuous investment selection is not 
provided for as in the case of the man- 
aged mutual, the initial selection is made 
by Ira Haupt and then submitted to 
Standard and Poor’s for independent ap- 
proval. The Haupt firm has had a muni- 
cipal bond statistical service which has 
been used by institutional investors for 
several years. 


While there would appear to be a cer- 
tain amount ‘of overlapping in the in- 
vestor-market for the fixed-type munici- 
pal fund and the more conventional 
managed municipal mutual, the latter an- 
ticipates a much broader base of ap- 
peal. In discussing the proposed man- 
aged-type fund on May 24th before the 
Municipal Forum of New York, Edward 
B. Burr, Executive Director of the Na- 
tional Association of Investment Compa- 
nies, pointed out that “a high break-even 
point is almost certain; those who have 
tested the idea on paper seem to agree 
that a fund will have to total $75 to 
$100 million before its management be- 
comes a profitable venture.” 


When contrast is made with the initial 
$5 million Haupt offering, with its 
$1,000 units and appeal to trust ac- 
counts, it can be appreciated that Mr. 
Burr has much vaster horizons in mind 
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for his membership’s managed munici- 
pal vehicles when he describes their po- 
tentially new market as existing “.... to 
a lesser degree among the smaller insti- 
tutions which do not at this time hold 
tax-exempts because of their restricted 
resources. To a much larger degree . . . 
with the high-income, but low-capital in- 
vestor who has never owned municipals 
in the past and, normally, never would— 
professional people, executives, adminis- 
trative officers of corporations, high in- 
come small businessmen, etc.” 


$50 Billion in Mutual 
Assets Visualized by 1967 


The 17th annual edition of “Invest- 
ment Companies,” a well-known refer- 
ence volume on both closed and open- 
end funds, has just come off the press, 
accompanied in its introductory para- 
graphs with some very enthusiastic fore- 
casts by Arthur Wiesenberger, whose 
stock brokerage firm compiles the book. 
Mr. Wiesenberger continues to be prob- 
ably the best friend the mutuals ever had 
when he states: “Mutual fund growth 
has been remarkably constant for the 
past fifteen years . . . Within the next 
decade, continuation of this trend would 
result in a business of $40 to $50 bil- 
lion (currently $914 billion) with more 
than five million shareholders. We be- 
lieve not only that these figures are well 
within the realm of possibility but that 


they, too, may err on the conservative 
side.” 


The 416-page volume contains de- 
tailed portfolio holdings for 110 funds, 
as of December 31, 1956, as well as 
earnings and performance results of the 
majority of investment companies in 
this country and several in Canada. A 
total of 231 mutual funds and 52 closed- 
end companies are included. Accom- 
panying chapters cover a wide variety 
of subjects on the operation and uses of 
the funds, of value, in particular, to the 
investor of moderate means. These in- 





clude a description of investment con: pa- 
nies, why they place their money in com. 
mon stocks, the advantages of systematic 
investing, how to appraise the market, 
how to chart your investment course, 
how to reach your goal, estate building, 
the use of funds by fiduciaries, how in- 
vestment management operates, and ad. 
vantages of living trusts. 


The comparison of management re- 
sults of open-end companies is present- 
ed both on an annual and cumulative 
basis for the last ten years. We reiterate 
our complaint of several years ago as 
to inadequacy here, particularly in so 
far as the trustee is concerned . . . the 
indiscriminate lumping together of in- 
vestment income dividends with capital 
gains distributions and an appreciated 
share value. Income percentage compar- 
isons are presented in one lone column 
for the year 1956 only, on a page with 
expense ratios for both 1956 and 1955 
figured on the average net assets. We 
should also like to see this latter re- 
vealing ratio computed on income for 
the open-end funds. Both methods of 
presentation appear in the “Tablistics 
Section of “Johnson’s Investment Com- 
pany Charts.” 


Broad Street Tops $100 Million 


Broad Street Investing Corp., the flex- 
ible type fund under common manage- 
ment with National Investors, Whitehall 
Fund and Tri-Continental Corp, recent- 
ly passed the $100 million milestone. In 
the two decades since 1937 its assets 
have increased from $6 million and the 
number of shareholders almost ten-fold 
to 21,600. Recent breakdown of the dis- 
tribution of shareholdings indicated that 
almost 10% of the shares were held by 
fiduciary and institutional investors. In- 
cluded were 4.2% by private and corp- 
orate trustees and other fiduciaries; 
1.8% by union, pension and employee 
funds; and 1.6% by colleges, churches 
and charitable organizations. 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 





Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 





No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment in whole or in part of the 
index by issuers, underwriters or dealers. Principal indices for May 
31, 1956 appear in the June 1956 issue and current income returns 
based on May 31, 1957 offering prices are available on request. 
These will soon be added to a revised short form index. 















































































































































Reference should be made to the introduc- I ot 7 16 i 8 19 20 
tory article in July 1949 issue, outlining pur- } 97/37/35 12/30/39 to 5/31/57 Last 12 mo. Div. %| prin Less | 5-Yr. Avg. 
poses of publication and considerations in 5/31/57 Net Cum. Cap. | Net Invest. 
selecting stock and cost-of-living averages, Principal Invest. Cap. | Distr ; (Bid) 
periods and in interpretation of data. Principal ren High Principal Inc. Distri. 5/31/57 Income % 
BALANCED FUNDS 
American Business Shares is 65.9 177.1 169.6 3.65 2.19 104.7 3.47 
Axe-Houghton Fund “A” = 71.4 275.8 268.4 2.70 6.46 © 7183.3 2.72 
Axe-Houghton Fund “B” ons 88.1 316.4 310.0 2.92 4.27 231.5 3.28 
Boston Fund 103.1 60.2 250.1 245.4 2.69 4.53 190.6 2.99 
Commonwealth Investment 106.3 73.5 306.9 300.2 3.09 3.09 241.6 3.35 
Dreyfus Fund**** (c) i — 4325.0 322.8 1.86 3.61 268.4 2.63 e 
Eaton & Howard Balanced 114.5 73.6 274.7 271.7 2.80 1.78 235.8 3.18 
Fully Administered Fund (Group Securities) — ane 69.4 192.0 +182.3 4.21 4.62 4129.4 3.40 
General Investors Trust 110.0 65.2 189.7 188.0 3.68 6.50 137.5 3.74 
Investors Mutual = 73.5 217.2 212.1 3.64 1.53 175.6 3.71 e 
Johnston Mutual Fund sith ees 280.7 276.2 3.05 2.35 241.8 3.34 e 
Nation-Wide Securities** _ .. 102.6 59.6 185.7 178.3 3.47 3.62 138.7 3.67 
George Putnam Fund __... = 69.2 219.4 +215.8 3.13 3.64 4171.5 3.29 
Scudder Stevens & Clark —..............-.- 97.4 80.9 216.5 $210.4 3.02 4.29 +168.4 S20 
SS | eae eee 105.2 75.0 230.3 225.1 3.12 3.12 170.5 3.28 
Whitehall Fund kd ga M, a poe 278.3 273.4 3.54 5.23 217.1 3.60 e 
Wisconsin Fund, Inc.***(c) _.....--- — 65.1 314.2 308.0 3.49 4.54 205.4 3.30 
AVERAGE: BALANCED FUNDS _._._.- 105.6 70.8 246.0 240.6 3.16 3.80 175.3 3.30 
STOCK FUNDS 
Affiliated Fund*** — ina 50.2 255.8 253.8 3.58 4.05 153.6 3.81 
Broad Street Investing Corp. 109.9 60.1 330.6 326.0 3.61 4.29 258.9 4.04 
Bullock Fund 109.8 61.0 $326.4 324.5 2.89 4.23 256.4 3.41 
Delaware Fund aime 76.1 224.2 +221.9 3.14 5.13 7121.7 3.34 
Diversified Investment Fund, Inc.*** (c) ____ _— me 226.8 +215.9 3.99 3.99 7477.1 4.37 e 
Dividend Shares 109.0 63.1 264.9 254.0 3.09 3.34 205.1 3.44 
Eaton & Howard Stock 107.1 62.7 $398.8 398.4 2.38 1.57 340.7 2.90 
Fidelity Fund — — 381.1 376.9 3.41 3.66 316.8 3.93 e 
Fundamental Investors 105.2 64.8 432.4 7425.4 2.88 3.44 7351.6 3.49 
Incorporated Investors _. 103.6 63.9 439.0 417.3 2.47 4.27 327.1 3.03 
Institutional Foundation Fund _....-__»>>>SS om oe 256.3 +246.8 3.95 3.44 ¥179.7 3.67 e@ 
Investment Co. of America — 50.8 $21.3 326.9 2.48 7.16 219.1 2.98 
Knickerbocker Fund (c) - Oe AN he — 69.0 146.3 142.6 3.74 3.37 82.0 2.93 
Loomis-Sayles Mutual Fund (c) 72.4 74.2 245.4 245.2 2.95 6.04 155.1 2.89 
Massachusetts Investors Trust 110.7 50.7 356.8 349.1 3.29 1.13 320.6 3.81 
Mass. Investors Growth Stk. Fund 114.2 57.4 $391.1 4389.4 1.81 4.31 $312.5 2.27 
Mutual Investment Fund (c) 129.7 56.1 220.4 7217.4 2.86 3.64 +167.0 2.75 
National Investors Bes “= 60.7 $432.0 432.0 2.38 5.03 330.6 2.73 
National Securities — Income*** (c) ____. _ 66.0 147.7 +138.1 4.86 3.95 4107.9 5.09 e@ 
New England Fund (c) __.... 117.4 61.4 205.5 199.8 3.60 1.05 145.7 3.73 
Selected American Shares 123.8 60.9 274.7 266.9 3.06 9.18 182.1 3.48 
Sovereign Investors a 62.5 211.3 201.3 3.70 1.45 167.8 4.09 
State Street Investment Corp. 92.8 60.7 319.0 316.0 2.62 8.94 192.1 2.66 
Wall Street Investing Corp. (a) — sos 363.5 358.5 2.94 1.28 333.3 3.34 e 
AVERAGE: STOCK FUNDS ... 108.1 63.2 312.0 301.7 3.01 4.09 231.7 3.28 
00 STOCK INDEX (Standard & Poor’s)n 106.7 59.8 400.1 379.7 — — — — 
CONSUMER PRICE INDEX (B.L.S.)n _ sate 99.7 200.2 — — — — “= 








Base index number of 100 is t 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


OL. 19 represents the current month-end bid (col. 16 less all capital distri- 
tions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
Panies out of income earned from dividends and interest on their portfolio 
Securities (excluding all capital distributions). 


—_— 


he offering price on Dec. 30, 1939. 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other source, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 


on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 





'—new revised series adjusted to 1939 base. 

(c)—recrouping awaits new detailed classifications. 
New England a flexible fund with current 
balanced policy. 

(a)—Does not reflect new acquisition cost. 


revised index. 
+Ex-dividend current 


June 1957 


t—Adjustment for capital gains tax will be made in 


tHigh reached current month. 
@Principal index begins after 1939 base date. 


**Became Balanced Fund in 1945. 

***Not included in balanced or stock average. 
****Name changed from Nesbett Fund. 
Correction—April, Knickerbocker Fund, Col. 

3.73; Col. 18, 3.35; Col. 20, 2.92. 


month. 
17, 
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YIELDS oF YIELDS OF PRICES,DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
125 : \ , - 2.80 : 180 ' T 4 
IN PERCENT R EJ 
i IN PERCEN PRICES AND DIVIDENDS 
F150 —im & YEAR a ($ PER SHARE) 
sesseeeee 5 YEAR 
ol HIG a 
- ---— 10 YEAR J ” 
fis. \-———- 2bes,or 9/15/72-67 
._t o—o- 344S,0F 6/15/83-78 
+200 +3. " 4 140 of 
: 3S,OF 2715/95 
+225 a PRICES 
a “7 
-27 a = L100 a 
YIELD 
-3.00 4 ‘ 
YIELDS i 
|. 3.80 Aaa Lyset, = "BO 3-4 
3.25 7 coscccce AG \ Vs: % eee, *e0? 
=---A iv pcet yp 
mean an Wes swe 
3.50 4+ +406 Baa \wWwW\ 4 Fsg6 pecescseseeess 54 
\ “4 
‘ ad > 
+-3.75 =~ a 
: -_ DIVIDEND 
+ 4.40 + = fo 7 
1 J (7IO SCALE) 
\ 
1954 | 1955 , 1956 , 1957 1954 | 1955 | 1956 | 1957 1954 , 1955 , 1956 | 1957 
End of Month 
May Apr. May 1957 1951-1956 1946-50 1941-45 1931-40 1919-1930 
1957 1957 1956 Range for Period 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. . _~ % 3.67 3.54 2.93 3.67-3.33 3.75-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas.  ._...__._ YP 3.71 3.57 2.95 3.71-3.23 3.76-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. . ........ % 3.60 3.50 2.90 3.60-3.17 3.64-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
peek 2s, 82s? OL - % 3.46 3.37 2.87 3.52-3.10 3.52-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%, 12/15/67 ———..__.. G 3.43 3.35 2.85 3.49-3.08 3.51-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
3%s, 1983-78 G 3.46 3.45 2.97 3.47-3.21 3.45-2.59 (b) (b) (b) (b) 
3s, 1995 % 3.40 3.41 3.01 3.45-3.20 3.42-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term _......_.. a 3.80 3.71 3.26 3.82-3.65 3.82-2.65 2.91-2.46 2.88-2.59 5.76-2.70 6.38-4.42 
Aa Rated Long Term —...._____. = Oe 3.87 3.81 3.35 3.91-3.77 3.89-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term % 4.02 3.97 3.48 4.04-3.95 4.02-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term — . % 4.56 4.48 3.74 4.56-4.41 4.46-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. TaxExempt Bond Yields 
Aaa Rated Long Term — ss 3.10 2.96 2.42 3.10-2.75 3.05-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term ——__.___. cf 3.33 3.24 2.56 3.33-3.00 3.33-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
- Reed Tene Term cy 3.62 3.52 2.79 3.75-3.31 3.75-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (d) (d) 
Baa Rated Long Term —...____.__. awe G 4.23 4.00 3.31 4.23-3.90 4.22-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
6 eee - % 4.43 4.36 4.06 4.43-4.31 4.44-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ~~... a 5.14 5.02 4.66 5.14-4.99 5.28-4.45 5.08-4.14 6.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade yf 4.28 4.20 3.78 4.28-4.07 4.30-3.46 3.92-3.27 (e) (e) (e) (e) 
Medium Grade —...-- 4.79 4.70 4.18  4.79-4.64 4.92-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade % 4.64 4.52 4.07 4.64-4.37 4.68-3.78 4.24-3.40 (e) (e) (e) (e) 
Medium Grade ~........_..... & 4.95 4.81 4.43 4.95-4.76 4.87-4.18 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) ~~~ — $154.31 149.42 145.40 154.31-138.53 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) ~~ 5.90 5.91 5.77 5.91-5.90 5.89-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields _..--_-_=>__ J 3.82 3.96 3.97 4.27-3.82 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


(e)—Low Dividend Preferred Yield Averages in this series date from 

Jan. 2, 1946. 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 
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NVESTORS SHOULD BE INTERESTED IN 
| the project announced last month by 
a group of Texas utilities and General 
Dynamics Corporation for a five year 
study of the problem of controlling the 
fusion, or thermonuclear, reaction for 
its possibilities as a source of power. 


The move is significant for several 
reasons: 


It is a basic, long range job for the 
outstanding group of scientists assem- 
bled at the John Jay Hopkins Labora- 


tory of GD’s General Atomics Division. 


It will be the first non-government 
expenditure for serious investigation of 
the business of fusion-for-power and 
should lead to more public information 
of interest and importance to investors. 


It will give the electric companies 
their own data as a basis for evaluation 
of the fusion process and for some esti- 
mate of the time schedule involved in 
the effort to make practical use of the 
nuclear reaction now attainable on 


earth only in the H-Bomb. 


It does not indicate any breakthrough 
or sudden brightening of near prospects 
for tapping the unlimited sources of 
energy available to mankind if the fusion 
formula can be put to work. 


Both parties to the contract—General 
Dynamics and the Texas Atomic Energy 
Research Foundation — emphasized the 
fundamental study nature of the re- 
search project, costs of which will be 
shared by the two. 


W. A. Parish, president of the Found- 
ation and of Houston Lighting and 
Power Company, one of the supporting 
utilities, pointed out that part of the 
appeal of the fusion reaction as a power 
source lay in the avoidance of problems 
of radioactive waste disposal. The pro- 
ject does not even envision any electric 
Power generation, but Frank Pace, Jr., 
president of General Dynamics, said the 
work would contribute not only to the 
knowledge of the fusion reaction but to 
Progress in associated fields such as high 


June 1957 





NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


FUSION, FIREWORKS AND FEDERALISM 


temperature materials and high current 
electrical equipment. 


AEC Chairman Lewis L. Strauss wel- 
comed the new scientific venture as “a 
significant demonstration of the vitality 
of the pioneering spirit in American 
enterprise,’ and he is doubtless fully 
aware that the initiative of the 11 Texas 
utilities will hasten the day for a decision 
on questions of secrecy surrounding the 
government’s work in the field of con- 
trolled thermonuclear reactions. 


Other companies participating in the 
Texas Atomic Energy Research Founda- 
tion are: Central Power & Light Co., 
Community Public Service Co., Dallas 
Power & Light Co., El Paso Electric Co., 
Gulf States Utilities Co., Southwestern 
Gas & Electric Co., Southwestern Public 
Service Co., Texas Electric Service Co., 
Texas Power & Light Co., and West 
Texas Utilities Co. 


But Why? 


With economically practical power 
from fission type nuclear reactors still 
from five to ten years away in the United 
States (and the problem under study for 
20 years and intensively worked on for 
a decade), why would a group of utili- 
ties in probably the lowest price fuel 
area in the world be interested in some- 
thing obviously beyond the utilization 
of the fission reaction? 


The ultimate answer lies in the fact 
that if and when man can conquer the 
fusion reaction — combining the nuclei 
of light atoms instead of splitting the 
nuclei of heavy atoms—the very waters 
of the sea become a source of fuel en- 
ergy, with a very minor complication of 
radioactive waste. 


The immediate answers for this par- 
ticular group of utilities apparently lie 
in the very fact of their low cost fuel 
supply — Texas natural gas—and the 
consequent dim prospect that fission 
type nuclear reactors now under develop- 
ment will ever be economically justifi- 
able in a web of producing fields. 





EDWARD R. TRAPNELL 


Associated with Bozell & Jacobs 


So, for the Texas utilities which want 
to have a part in the atomic energy 
drama, and for General Dynamics which 
has long range objectives in its nuclear 
effort, the estimated $10 million research 
project on controlled fusion reaction is 
a very satisfactory joint venture. 


The combining of the nuclei of hydro- 
gen atoms has been commonly referred 
to as a “thermonuclear” reaction be- 
cause, in a bomb, it has been brought 
about by very high temperatures. The 
heat required is generated by the fission 
reaction, the same as that employed in 
the atomic bomb. 


Since no materials which can with- 
stand such heat are known to man, and 
since some way must be found to con- 
tain the reaction, the most promising 
direction for the research is toward 
creating a magnetic field of such intens- 
ity—a sort of magnetic bottle—as to 





The Atomium — most spectacular architec- 
ture of the 1958 World’s Fair at Brussels— 
will be 360 feet high and cost $20 million. 
The structure will symbolize the arrange- 
ment of atoms in an elementary crystal of 
metal, and all parts will be open to the 
public. The five lower spheres will contain 
exhibits on the peaceful uses of atomic 
energy, and the upper ones will be used 
as viewpoints for a remarkable panorama. 
The central column will have a fast lift, and 
the lower spheres will be connected by 
escalators. The framework will be made of 
special steel and the facing of the spheres 
in light alloy will present a brilliant ap- 
pearance. 
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contain a “plazma” of ionized deuterium 
and tritium atoms, which under such 
conditions should combine to form 
helium atoms and release energy. 


The hope is that substantial amounts 
of this energy can be tapped directly as 
electrical energy, thus avoiding the heat 
cycle employed in conventional power 
generation, that is, making steam from 
the heat generated in a boiler from coal 
or in a fission reactor from uranium 
and then using the steam to drive a 
turbine. 


Everybody involved in the business, 
including the Atomic Energy Commis- 
sion which is conducting a very extens- 
ive program under the name of “Project 
Sherwood” to find some of the needed 
answers, warns against undue optimism 
about the practical application of the 
fusion phenomenon, but the General Dy- 
namics scientists are soberly optimistic 
about the strictly experimental possibili- 
ties. They intend to learn something 
about controlling on earth the reaction 
which takes place in the sun and stars. 
That is why one of the machines which 
AEC plans to build is called a “stellera- 


tor.” 


Fireworks on “The Hill” 
Capitol Hill in Washington is as 


much a center of activity in atomic 
energy development as any nuclear 
laboratory in the country. Before the 
end of the present session of Congress 
—and possibly before this appears in 
print—the fireworks may light up the 
skies again when debate begins on the 
question as to whether, how, and how 
much, the U. S. civilian atomic power 
program needs bolstering by additional 
government dollars. 


Last summer’s argument over a bill 
to “accelerate” the program for develop- 
ment of nuclear power plants for civil 
purposes was a confused welter of con- 
flicting interests involving the power 


industry, the coal industry, the advocates 
of power federalism, partisan politics, 
personality clashes, legislative vs. execu- 
tive responsibilities in government, and 
some honest concern for the health of 
the adolescent atomic power program. 


This year, things may—but not neces- 
sarily—be different. There appears to 
be an increasing recognition of the cost 
in time, talent and dollars of develop- 
ing systems that can generate electricity 
from nuclear fuels at somewhere near 
the cost it can be generated from other 
fuels available in the United States, and 
some members of the Joint Committee 
feel that government support of develop- 
mental projects is necessary in order to 
sustain the momentum of the U. S. pro- 
gram of both governmental and private 
industrial effort. 


The electric power industry is fully 
aware of the cost of the effort, and has 
pledged nearly a half-billion dollars for 
the construction of nuclear power plants 
of various types. The only concern of 
the electric industry is that the govern- 
ment not use the argument for an ex- 
panded developmental effort as an ex- 
cuse to expand federal power generating 
activities. 

The coal people, on the other hand, 
argue against subsidizing the develop- 
ment of what is to them a competing 
fuel, despite predictions by nuclear 
power leaders that coal consumption for 
electric power generation in the U. S. 
will be doubled before nuclear fuel can 
begin to compete. 


Some advocates of public ownership 
of power generating facilities insist that 
the government must move into the nu- 
clear power field directly to assure that 
consumers will benefit from the lower 
cost of generating power which they 
think possible with nuclear fuel. 

Unquestionably, some of the sup- 
porters of federalized 
view atomic energy development as an 


nuclear power 
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argument parallel to flood control and 
navigation favoring support of federal 
government investment in power gener- 
ating and distributing facilities. 

Still others have either an ideological 
or “bureaucratic” compulsion to feder- 
alization of the power business, with 
characteristic overtones of the theory 
that the private power companies are 
convenient political “whipping boys.” 

These extremists, of course, attempt 
to associate their objectives with the 
purposes of some members of Congress 
who are honestly concerned lest the total 
U. S. program—of both combined and 
separate government and _ private pro- 
jects—begin to sag because of increas. 
ing costs and deferred incentives. 


Deferred Incentive 


The incentive in the U. S. is deferred 
because the plentiful fuels of the U. S, 
make atomic power development in the 
U. S. strictly a preparation for the fu- 
ture which starts something around a 
decade from now in terms of U. S. re- 
quirements for new sources of fuel 
energy. 


The engineers and scientists engaged 
in atomic power development know thal 
the job is more difficult than many 
have believed and they know that con- 
tinued support is necessary from some 
quarter if the “plumbing and hardware” 
problems (as opposed to nuclear design 
problems) are to be solved. 


The manufacturers of equipment and 
builders of atomic power plants are 
fully convinced of the eventual pay-off 
in nuclear power, but they have a bear 
by the tail and the only escape is by 
wearing him out. | | 


The equipment suppliers may look 
for help from two sources—one the real 
and ready flow of Navy dollars for the 
conversion of combat ships to nuclear 
fuel, the other the hoped for participa- 
tion in foreign projects, particularly 
western Europe, where the need for nu- 
clear fuels is immediate and where ex- 
tensive building programs are planned. 


Last year’s proposals to “accelerate” 
the civilian power development program 
were urged on the basis of preparing 
U. S. industry to share in the foreign 
business. Few of the projects suggested. 
however, would have made much con- 
tribution to America’s net capability to 
serve the overseas market. 


As pointed out in this column last 
month, however, the potential foreign 
business is beset with many difficulties. 
The Congressional Joint Committee on 
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Bdheock & Wilcox’s Lynchburg, 


Va., nuclear facilities plant has been delivering atomic 





fuel elements for nearly a year. The laboratory, left background, tests reactors. 





Atomic Energy, which continues to pro- 
vide initiative for program planning in 
the U. S., is considering legislation 
aimed precisely at the foreign problem. 
sparked by the suggestions of Congress- 
man Sterling Cole that direct subsidies 
be provided on foreign jobs undertaken 
by American suppliers. 


Tensions 

Underlying this complex of “special 
interest” problems are administrative 
tensions within the Executive Branch of 
the government and between Executive 
Agencies and the Appropriations Com- 
mittees of Congress, and political and 
personality tensions involving individ- 
uals in both parties and both branches 
of government. 


One of the more visible personality 
clashes is between AEC Chairman Lewis 
and AEC Commissioner 
Thomas E. Murray, a Truman appointee 
with his own very strong ideas on the 
proper role of the government in the 
atomic field. Mr. Murray, a successful 
engineer and manufacturer with a long 
association with the power business, is 
an effective opponent of power federal- 
ism. But even the Democrats in Congress 
who support public power measures are 
taking pains to demonstrate their an- 
noyance that Mr. Murray doesn’t ap- 
pear to be slated for reappointment. 
Their stand is well taken in view of 
Mr. Murray’s competence in the power 
held and his knowledge of the problems 
of manufacturing and marketing the 
equipment needed for nuclear plants. 


L. Strauss 


Other Complications 


Probably the most serious of the 
tensions and conflicts which interfere 
with unified planning in the atomic 
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power program are the political, ideo- 
logical and personal differences between 
the Chairman of the AEC and a number 
of key Democrats on the Appropriations 
Committees and the Joint Committee on 
Atomic Energy. 


AEC Chairman Strauss resisted last 
years Congressionally-initiated accele- 
ration program because it “directed” the 
Commission to undertake new projects 
specified by the Joint Committee, but in 
December, Mr. Strauss proposed his own 
program of acceleration which apparent- 
ly met opposition in the Bureau of the 
Budget. 


The admittedly most needed piece of 
legislation for the atomic program is 
for federal indemnification for the re- 
motely possible liability which might be 
incurred in the event of the probably 
but not demonstrably impossible catas- 
trophic accident to a nuclear reactor. A 
federal indemnity bill has been reported 
out by the Joint Committee but may 
have to await action on other measures 
relating to atomic energy before it is 
put on the calendar. 


But, as if these complications were 
not enough to keep the atomic energy 
program in a ferment, Rep. Clarence 
Cannon of Missouri, Chairman of the 
House Appropriations Committee, has 
challenged the very legality of the AEC 
power projects, holding that the Com- 
mission did not obtain proper authoriza- 
tion from the Congress. 


Some solution relating to the projects 
already under way will doubtless be 
found, but future projects will require 
specific authorization for experimental 
power projects as well as for all other 
“capital” facilities in the program. Leg- 
islation authorizing the projects which 
AEC wants to undertake during the next 
fiscal year may also be the vehicle for 
“accelerating” the civilian atomic power 
program and could provoke _ bitter 
debate. 3 
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standardized form for triennial or more 
frequent passing of accounts in the Sur- 
rogate Court. The Registrar of Loan and 
Trust Corporations, who appears on be- 
half of beneficiaries, cooperated with 
the Committee in this endeavor. The 
result will be elimination of considerable 
detail in the preparation of accounts for 
passing and will make them more easily 
understood by all concerned. 


For the fifth consecutive year, trad- 
ing on the Toronto Stock Exchange was 
the highest volume (1,353,330,464 
shares—over 97% mines and oils) of 
an exchange on the Continent and third 
in dollar value ($2,510,751,759). Share 
certificates issued by Ontario trust com- 
panies during the year were 3,463,150, 
dividend checks 2,069,148, value of div- 
idends $186,963,037—all representing 
substantial increases over the previous 
year. 
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This column has consistently maintained 
that spokesmen for publicly owned com- 
panies owe a duty to present stockholders 
to inform them of important developments 
that may affect the market’s appraisal of 
their stock, at least to the same extent that 
others are so informed. A large number of 
them, however, continue to address security 
analyst groups extemperaneously without 
any preparations to insure that their remarks 
are available to the financial press or other- 
wise channeled to present shareholders. 


Such restricted disclosure may place a 
shareholder at a disadvantage, should he be 
considering the sale of any of his stock. Any 
informational advantage furnished to a 
buyer will be to the disadvantage of a 
selling stockholder. 


One of the largest and most skillful ad- 
vertisers of products used in the home, in 
replying to a request from this column for 
copy of a talk given during May by its Ad- 
ministrative Vice President to a meeting of 
security analysts, stated: “Mr. —. , for a 
variety of reasons, is not anxious to give 
additional publicity to this talk.” 


We wonder why Mr. _____. spoke in 
the first place and, having done so, wisely 
or unwisely, why he is unwilling to make 
its content available to investment officers 
who hold the stock for trusts and invest- 
ment management accounts. 


The skill in the choice of soap operas 
and other appeals to housewives that has 
brought success to this company’s products 
is not applied in its relations with the fi- 
nancial community. This company publishes 
one of the more archaic and least informa- 
tive annual reports. 


Availability of disclosures affecting the 
interests of present shareholders is as im- 
portant to the maintenance of an informed 
investment public as the requirement that 
any prospectus of a publicly offered security 
issue disclose “all material facts.” 


Management has a responsibility in dis- 
closing material facts about company affairs 
to avoid discrimination in favor of any 
limited group. 





ALUMINUM COMPANY of AMERICA 


By Epwarp B. Wiper, vice president 
and treasurer 
At this moment aluminum production 
temporarily exceeds demand but this 
condition is expected to develop new 
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users heretofore deterred from incorpo- 
rating aluminum into their products for 
fear of unavailability. Total U. S. pro- 
duction of primary metal reached 1,679,- 
000 tons in 1956 and after presently 
announced additions to capacity it will 
reach 2,652,000 tons, or about sixteen 
times the 1939 production. 


Consumption is currently relatively 
static with most important users carry- 
ing inventories that have been reduced 
to minimum operating levels and buy- 
ing on a hand-to-mouth basis. Produc- 
tion now exceeds demand from com- 
mercial and industrial buyers and 200,- 
000 tons have recently been offered the 
government under the Korean War Mo- 
bilization Agreement of 1950. 


Kaiser, Reynolds and Alco are par- 
ticipating in this offering with Alco 
offering 125,000 tons. 


In spite of the present imbalance be- 
tween production and use, Alco is carry- 
ing out a $600 million expansion pro- 
gram to supply the expected increase in 
demand for new and expanding uses. 


St. Louis Society, May 18. 


ATLAS CORPORATION 
By FLoyp B. OpLuM, president 


Over the long term this “special sit- 
uations” investing company expects to 
average about 10% compounded annu- 
ally. A special situation as Atlas employs 
the term is “an investment in an enter- 
prise or project involving not only pri- 
mary financial sponsorship, but usually 
also responsibility for management.” 
The policy has been to stay with a spe- 
cial situation until the essentials of the 
job have been done and then to pass 
along to another situation. Without such 
a program Atlas would have its capital 
permanently invested in a few large 
holdings and would become a holding 
company rather than a company using 
mobile capital. 


Among the notable special situations 
with which Atlas has been associated 


are; Consolidated- Vultee Aircraft, 
Barnsdall Oil, Utilities Power and Light, 
and R. K. O. Pictures. In all of these 
some critics saw disaster ahead. How- 
ever, to date the record of success in 
major undertakings has been good. 


In times of rising share prices the 
record of most investment companies 
is favorable so that the real test of the 
Atlas type of activity comes during 
periods of stable or falling prices. When 
Atlas goes into a new situation it ex- 
pects to at least match the 10% per 
annum profit criterion. This compares 
with the growth of the D.-J. common 
stock price index of 444% per year 
compounded annually since 1929. 


As to pay offs in the past: Utilities 
Power and Light yielded better than 
15% compounded annually; R. K. 0. 
also about 15%; Barnsdall provided 
over 30% and in Convair the rate was 
better than 20%. 


Present Atlas dividend rate is about 
6% on asset value. Gross assets total 
about $109 million, of which special 
situations represent $83.7 million. Ura- 
nium mining and milling represent the 
largest item with-$41.5 million or 38% 
of total assets; oil and gas represent 
$18 million; and Northeast Airlines $9 
million. 


With respect to its uranium holdings 
Atlas expects to have its costs back by 
the end of 1960 with large blocks of ore 
remaining to be mined. 


New York Society, May 21. 


DOUGLAS AIRCRAFT CO., INC. 


By Freperick E. HINEs, vice president- 
finance 


The improvement in first quarter 
earnings ‘to $2.37 a share vs. $1.38 for 
1956 resulted largely from increased 
deliveries of commercial aircraft (39 


DC-6 and DC-7 deliveries compared with 
15 in 1956). Higher profits were re 
ported in spite of an increase of $4.3 
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million in experimental costs (princi- 
pally for the DC-8) and a renegotiation 
payment on 1953 earnings equivalent to 
35 cents a share. 


Backlog at March 31, 1957 was $2.2 
billion divided almost equally between 
military and commercial. $442 million 
of the commercial backlog was propeller 
driven DC-6 and DC-7 types. No deliv- 
eries have been contracted beyond 1958. 

Douglas writes off experimental, de- 
velopment, and testing costs as incurred. 
Production aircraft are costed out on a 
specific unit basis so that early deliveries 
of a model reflect the higher manufac- 
turing costs and in many cases an actual 
loss on delivery. As manufacturing costs 
decline with subsequent deliveries ex- 
perimental costs and early production 
losses are offset with resultant profit on 
the entire program. 


Commercial production program has 
reached the stage where DC-6 and DC-7 
deliveries have become “quite profit- 
able. DC-8 models will not begin to 


show appreciable returns until 1960. 


Experimental cost attributable to the 
DC-8 were $5.2 million in 1955, $19.1 
million in 1956 and will total about 
$30 million in 1957. Engineering de- 
signs on this commercial jet transport 
have been completed and fabrication 


work is in progress to bring production 
on schedule. 


Although orders for 34 DC-8s were 
received in 1956, sales may lag in the 
near future because of financial limita- 
tions of the airlines. Long range pros- 
pects for the DC-8 are regarded as 


“excellent.” 


Guided missiles delivered to the three 
services totaled $140 million in 1956. 
Missiles accounted for $215 million or 
about 20% of the military backlog at 
March 3], 


New York Society, May 7. 


GULF OIL CORPORATION 


By Witt1am L. NAYLor, senior vice 
president 


At the end of 1956 the United States 
had about 15% of the world’s proven 
vil reserves and annual consumption 
rate of 60% of the world’s total. Proved 
reserves of liquid hydrocarbons in the 
U.S, aggregated 11.3 years supply at 
the 1956 rate compared with 15.8 years 
supply in 1920 at the 1920 consumption 
fate. Maintenance of our standard of 
living will become increasingly depend- 
‘tt on foreign oil sources. 

Gulf has increased its production at 
the ave rage annual rate of 10% for the 
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past 20 years, compared with the in- 
dustry’s annual gain of 5%. Currently, 
largest gains in production are outside 
the U. S., where Gulf now produces 750,- 
000 barrels daily. Gulfs domestic pro- 
duction is increasing at a more rapid 
rate than that of the industry at about 
350,000 barrels daily in 1957. 


With increasing dependence on for- 
eign crude, Gulf has adopted a program 
to double its already large tanker fleet 
in the next six years. 


The Company’s improved domestic 
production position is the result of an ag- 
gressive program since 1951. The aver- 
age annual expansion in wells drilled, 
in which Gulf has an interest, is 18% 
compared with an overall industry rate 
of 5% annually. 


During 1956 the interest of Gulf in 
British American was increased to 58% 
and Warren Petroleum was acquired 
through exchange of stock. 


Capital outlays for domestic produc- 
tion totaled $159 million in 1956. In 
addition, dry hole costs of $42 million 
were charged to expense. 


Earnings for the first quarter of 1957 
were the highest in history at $3.20 a 
share vs. comparable earnings for 1956 
of $2.43. The major portion of the 
32% increase was attributable to U. S. 
operations. 


Cleveland Society, May 1. 


THE B. F. GOODRICH COMPANY 
By WiiuiaM S. RicHarpson, president 


Since 1940, when present top manage- 
ment was installed, sales have increased 
398%, income 615%, earnings per share 
842%. Dividends have increased in 
every year except one since 1940. 


Earnings for first quarter 1957 are 
estimated at $1.14, same as 1956 on 
sales of $183.7 million, up 1.9%. 


Goodrich-Gulf Chemicals, Inc. dis- 
covered in 1954 how to synthesize the 
true molecules of natural rubber to per- 
mit the use of synthetic rubber for 
heavy duty. The importance of this is 
underscored by the fact that estimates 
of world rubber consumption, both syn- 
thetic and natural, indicate an annual 
increase of 5% compounded. Natural 
rubber production is expected to in- 
crease at about one-half this rate. By 
1956 it is estimated that natural rubber 
production would be less than 50% of 
the world demand for rubber, leaving a 
balance of 50% to be supplied by syn- 
thetic rubbers. In 1956 37.6% of world 
rubber consumption was synthetic and 


in the U.S.A. over 60%. 


In reporting earnings Goodrich does 
not include equity in undistributed 
earnings of “associate” companies, but 
only dividends and fees received for 
technical assistance. In 1956, Good- 
rich’s equity in net income retained by 
associate companies totalled $3.9 mil- 
lion. Estimated book values of invest- 
ment in these companies was $30.9 mil- 
lion which was carried on the books at 
about $9.9 million. 


New York Society, April 29. 


MIDDLE SOUTH UTILITIES, INC. 
By E. H. Drxon, president 


Increased earnings in 1956 reflect not 
only revenues from the expanding areas 
served but also continuing efforts to 
improve efficiency. Under construction 
in Louisiana and Mississippi are units 
that will use less than 10 cubic feet of 
gas per kwh generated. This compares 
with the 1948 average of 14.7 cubic 
feet per kwh for the System. 


Number of employees has continued 
to decline from the high point reached 
in 1954, although revenues, customers, 
capacity, plant account, and other meas- 
ures of service have increased. This 
has been brought about by not replac- 
ing some retiring employees and reduc- 
tion in the construction program. 
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In 1956 Arkansas Power and Light 
refunded to customers $9 million on 
denial of appeal in a rate case dating 
back to 1954. Subsequently, the Com- 
mission’s recognition of increased fuel 
costs has permitted increase in annual 
revenues of about $2 million. 


Properties in Louisiana representing 
about 2% of total investment and 4% 
of consolidated operating revenues are 
in litigation before the Supreme Court. 
with the S.E.C. ordering divestment by 
the System and the Louisiana Public 
Service Commission favoring retention. 


In the Dixon-Yates matter, in which 
Middle South has a 79% interest, a peti- 
tion has been filed in the U. S. Court of 
Claims asking reimbursement for ex- 
penses incurred by the termination of 
the contract by the Atomic Energy Com- 
mission. 


Earnings for 1957 are estimated at 
$2.50 a share, representing a 15% in- 
crease over 1956. 

New York Society, June 1957. 


MINNESOTA MINING AND 
MANUFACTURING COMPANY 


By Georce H. Hatcpin, vice chairman 
of the Executive Committee 


Relating company progress to changes 
in the national income is one measure 
of relative growth. From 1940 to 1956 
national income increased fourfold 
while the income of MMM increased 
almost sixteen times. Continuing rate 
of growth will be dampened by the 
larger base against which growth is 
measured. In 1952 a new $20 million 
product would have brought a 10% in- 
crease of sales while in 1956 the same 
sales of a new product would represent 
about a 6% sales increase. 

Management, “its philosophy, its de- 
sires and hopes, and its ability to make 
dreams come true” were credited with 
the company’s growth by the now re- 
tired member of the top management 
group. He pointed out that MMM had 
the modern type of vertical organization 
“where every executive officer and every 
executive office become helpers to the 
operating divisions which are the spark 
plugs on which everything else depends.” 


Minnesota Mining has 24 separate 
and largely autonomous operating di- 
visions that make and sell the com- 
pany’s products; each is headed by a 
division officer (average age under 50 
years) who is responsible for manu- 
facturing, sales, new product develop- 
ment and division profits. Coordinated 
by eight officers, division managers are 
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subject only to overall company policy 
and the use of common services, such 
as personnel and industrial relations, 
corporation counsel, public relations, 
finance, sales coordination (including 
traffic and advertising), budgeting, en- 
gineering, research, and central pur- 
chasing. 


Every officer and director and all di- 
vision heads are substantial stockhold- 
ers in the company and receive the bulk 
of their compensation from divisional 
or overall profits. 


Forecast for 1960 is an increase of 
70% over 1956 sales, that is, $550 
million against $330 million reported 
for 1956. Profit planning looks to the 
maintenance of after tax profits of 11%- 
1144% of sales. 

1957 expenditures for research and 
development will total $15 million, in 
excess of 314% of sales. Capital expend- 
itures of $30 milllion will be financed 
by retained earnings and depreciation 
accruals. 


St. Louis Society, April 25. 


MONSANTO CHEMICAL COMPANY 


By Epcar M. QueeEny, chairman and 
CHARLES A. THOMAS, president 


The company has been harassed by a 
profit squeeze. To capture additional 
profits the company has extended its 
integration to include production of 
basic raw materials. Lion Oil was ac- 
quired to provide part of the require- 
ments for hydrocarbons, but Monsanto. 
exclusive of Lion Oil, purchases over 
$200 million of raw materials annually. 
Of these purchases hydrocarbon raw 


products and intermediates represent 
about 60%. 
Another counter measure against 


higher costs is aggressive research to 
improve product yields and to develop 
new markets as well as products with 
higher profit margins. Research will 
total about $22 million in 1957; 43% 
allocated to improvement of existing 
products; 30% to development of new 
products in fields where Monsanto is 
now operating; and 27% for “explora- 
tory” research aimed at uncovering 
“whole new fields for industrial chem- 
icals.” Coupled with exploratory chem- 
ical research is activity in basic engi- 
neering, such as the study of reactions 
at temperatures up to 4,000 degrees C. 
and under pressures up to 150,000 Ibs./ 
sq. in. 

Assets of $733 million are represented 
by $557 million for Monsanto Chemical, 
$115 million in Chemstrand Corpora- 


tion, Mobay Chemical Company, and 
Shawinigan Resins Corporation, and 
$67 million investment in foreign inter. 
ests. 


Per share earnings for the 1957 ‘irst 
quarter total 54 cents, including 12 
cents equity in undistributed earnings 
of the U. S. Associated Companies. Cor. 
responding figures for the first quarter 
of 1956 are 53 cents, of which only 4 
cents is equity in undistributed earnings, 

Capital expenditures for 1957 are ex- 
pected to reach $82 million for Mon- 
santo; $32 million for the U. S. Associ- 
ates; and $10 million for foreign. 

Only a modest increase in earnings 
is projected for the full 1957 year. 

New York Society, April 22. 
UNITED GAS IMPROVEMENT CO. 
By Epwarp H. SMOKER, president 

U.G.1. is faced with an increase in 
the cost of natural gas effective the 
middle of July. The exact steps to be 
taken to meet this increase will not be 


decided until the amounts 
mined. 


are deter: 

Approval has been granted to dis- 
tribute liquefied petroleum gas_ which 
will expand the company’s territory 
into rural areas beyond the mains serv- 
ing eastern Pennsylvania. 

Capital expenditures have been bud- 
geted at $37 million over the next five 
years, financed equally from _ internal 
sources and by the creation of addi- 
tional debt. No additional stock 
be offered. 


is to 


Reasonable yearly increases in earn- 
ings are expected. Current earnings are 
well below the regulatory maximum s0 
that these increases will not reach the 
ceilings for some time. 


Per share earnings of around $2.95) 
are expected for 1957 compared with 
$2.45 in 1956. The current dividend of 
$2.00 will not be immediately increased. 
although the company expects to main- 
tain an average pay out rate of 70%. 

New York Society, June 1957. 

A A A 
BOOKLET ON STOCK REGISTRATION FORMS 


A 30-page booklet of information re- 
garding correct procedures in the regis 
tration of corporate stock has been pub- 
lished by Chase Manhattan Bank of New 
York. It is being distributed to member 
firms of. stock exchanges and the Na- 
tional Association of Securities Dealers, 
to listed and over-the-counter corpora 
tions, to banks and mutual funds. ‘In 4 
field where mistakes can be costly,” 4 
the bank says, this book “should prove 
useful to many of our friends.”’ 
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Los Angeles 


& 


San Bernardino 


TITLE INSURANCE 
& TRusT Co. 


Oakland 


BANK OF AMERICA 
N.T. & S.A. 


Pasadena 


First WESTERN 
BANK & TRUST Co. 


TRUST PERSONNEL CHANGES 


CALIFORNIA 


James D. Macneil recently appointed 
asst. manager of the trust division; 
E. E. Stidham, trust officer at San 
Bernardino. 


Wilfred J. Heath advanced to trust 
officer. 


Berton T. Gobble named trust officer; 
and George E. Zillgitt an asst. trust 
officer. Prior to joining First Western, 
Gobble had six years’ experience in 


bank trust work in California and Colorado, and at one time 
was Assistant Attorney General and Inheritance Tax Com- 
missioner for Colorado. 


San Bernardino 


AMERICAN 
NATIONAL BANK 


Kenneth E. Marks appointed vice 
president and trust officer; M. L. 
Stephens promoted to vice president 
and senior trust officer; Jerry J. 


Katzka to asst. vice president and trust officer. Marks was 
previously vice president and trust officer with Pioneer Title 
Insurance Co., which recently became part of Title Insurance 
& Trust Co. of Los Angeles. 


San Francisco 


AMERICAN 
Trust Co. 


San Francisco 
First WESTERN 
BANK & TRUST Co. 


William A. Babcock promoted to asst. 
trust officer. 


Frank M. Ratto, vice president, ap- 
pointed head of the business develop- 
ment department, at the new bank- 
ing quarters in San Francisco. He has 


served First Western since 1926. Kenneth O. Leth, with five 
years’ experience in pension trust work, advanced to asst. 


trust officer. 


Hartford 


CONNECTICUT 


BANK & TrRusT Co. 


CONNECTICUT 


Felix Montano, trust officer, promoted 
to vice president. Currently engaged 
in trust administration and in charge 
of the bank’s common trust fund, 


Montano has been with the trust department since 1920. 


Stamford 


FIDELITY TITLE 
& Trust Co. 


Fort Lauderdale 


BROWARD 


NATIONAL BANK 


Miami 
Fisrt 


NATIONAL BANK 


Richard W. Fitch, Jr., named trust 
officer. Fitch obtained his law degree 
from Columbia U. in 1949 and two 
years later his master of laws from 
George Washington U. 


FLORIDA 


Edward G. Mikol joined the bank as 
asst. trust officer; and Charles J. King 
promoted to that office. 


Willard B. Brown advanced to vice 
president and senior trust officer; Al- 
fred W. Thompson to vice president 
and trust officer; Jay Knox to vice 


President and trust investment officer. 
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FELIx MONTANO 
Hartford 


WILLARD R. BROWN 






































































LONGSTREET HINTON 


Miami New York 





Brown has been with First National since 1950, and be- 
came head of the trust department in 1952, formerly having 
been a trust officer at Chemical Corn Exchange Bank in 
New York. 


Thompson joined the staff in 1952, prior to which he was 
with Howard National Bank & Trust Co., Burlington, Ver- 
mont, and United States Trust Co., New York. 


Knox joined First National in 1954 after 25 years with 
the First Camden (N. J.) National Bank & Trust Co. 


ILLINOIS 


Richard L. Merrick named asst. trust 
officer and assistant secretary; Philip 
J. Dambach, Robert L. Schutt and 
James L. Wymer promoted to asst. 
trust officers. Merrick has been assigned to the corporate 
division, specializing in pension and profit-sharing plans. 
Marshall A. Warshauer and Siva 
Martin elected trust officers of the 
newly organized trust department, 
which will engage exclusively in cor- 
porate trust work. 


Chicago 
City NATIONAL 
BANK & TrustT Co. 


Chicago 
NATIONAL 
BOULEVARD BANK 


Jacksonville 
ELLIOTT 
STATE BANK 


James R. Duewer promoted to vice 
president and trust officer. 


INDIANA 

Fort Wayne Carl 
Fort WAYNE 

NATIONAL BANK 


Dannenfelser retired as _ vice 
president and trust officer. Elected 
trust officer in 1933, he established 
the bank’s trust department. As a 
token of esteem, fellow officers presented Dannenfelser with 
a Johnson outboard motor at a dinner held in April. 


KANSAS 


J. V. Etchen resigned as asst. cashier 
and asst. trust officer to become execu- 
tive vice president of Camden County 
Bank of Camdenton, Missouri. 


Kansas City 
EXCHANGE 
STATE BANK 


Lawrence 
LAWRENCE 
NATIONAL BANK 


Norman D. White promoted from asst. 
cashier to asst. vice president and 
trust officer. 


KENTUCKY 


Louisville Arthur E. Gohmann, vice president in 
CITIZENS FIDELITY trust investment, retired after 48 
BANK & TRUST Co. years of service. 

MISSISSIPPI 

Jackson Chalmers W. Alexander elected vice 

FIRST president and trust officer, succeeding 


NATIONAL BANK R. L. Hagaman, Jr., who is leaving 


the bank September 1 to engage in 
private business. A graduate of Princeton, Alexander com- 
pleted legal training at Jackson School of Law, served with 
the income tax division of the local office of Internal Revenue, 
and is presently a Commissioner of the City of Jackson. He 
will assume his new duties on July 1. 


MISSOURI 
Clayton Donald D. Durbin appointed a trust 
GUARANTY officer. 
TRUST Co. 


Kansas City 
City NATIONAL 
BANK & TrRustT Co. 


Stuart L. Murdock, formerly with 
Brown Brothers Harriman & Co. in 
New York, appointed trust investment 
officer. 
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NEBRASKA 


Dennis J. Cortney, a certified public 
accountant, elected asst. trust officer. 


Dr. Harold Stonier, a leading cH 
figure in the banking world for 
three decades, died on June 3, in Pare 
his 68th year. Until his retire BS 


Omaha 
UNITED STATES 
NATIONAL BANK 





ment in 1954 Dr. Stonier had fg NAT 
NEW JERSEY served for 17 years as chief staf WA 
Princeton L. V. Silvester, Jr., elected assistant officer of the American Bankers man : 
PRINCETON BANK secretary. A member of the trust di- Association. : TON ( 
& Trust Co. vision, Silvester has been with the An outstanding proponent of Mf head 
bank since 1952. banker education as a means of Wa 
building a progressive banking hoard 
system, Dr. ew velar a of Nari 

the Graduate School of the Uni- 
— versity of Southern California Ou 
New York John W. Stevens promoted from asst. and vice president of the Uni- trust 
City BANK trust officer to asst. vice president; versity when in 1927 he became TRUS 





FARMERS TRUST Co. Frederick A. Galloway, George M. national educational director of the American Institute of HA 
Lingua and William F. M. Yandell Banking, educational section of the A.B.A., a post he held CAI 
appointed asst. trust officers. for a dozen years. In that period he established The Graduate & trust 
: School of Banking which this year celebrates the 20th & derso 
New York Edward J. De Sonne and Clifford M. anniversary of its first graduating class. At the time of his 
IRVING Svikhart advanced to assistant secre- death. Dr. Stonier was dean of the School. 
TRusT Co. taries. De Sonne is associated with : 


The many tributes paid on his passing can perhaps be 
epitomized in the words of the resolution adopted at the iy 
1954 A.B.A. Convention: 


personal trust as an administrator of 
advisory custodian accounts; Svikhart handles employee bene- 











fit trusts. “Few man over the years contributed more to the present § &— 
Mew Vosk Longstreet Hinton, head of the trusts soundness and high public esteem of the banking structure ; de 
J. P. Morgan and investments department, elected of this country. American banking, ae years to come, will | 2 
& Co., INC. a director in addition to his title of  C@!TY the deep impress of Hal Stonier. | ins 
; senior vice president, which he re- STR AE LL IRIN BEEN MLC SIRS ELMAR UES 4 
ceived in 1955. He has been with Morgan’s since 1923. e* 
: CANADA ] 
: Utica Harold Bodmer, trust officer, also ; 
' First BANK elected a vice president. Toronto E. H. Ainlay, formerly secretary- Int 
» & Trust Co. NATIONAL treasurer, appointed treasurer and parti 
. ba , TRusT Co. chief investment officer; B. O. Part-B at. 
Watertown William J. Spies and Alice L. Dobbs ridge, formerly trust administrative F ,,,.. 
WATERTOWN elected asst. trust officers. officer, appointed secretary; and G. D. Forsyth, assistant jy diet 
NATIONAL BANK treasurer be 
4 © Flori 
» parti 
| Tr 
4 BANK OF NEW YoRK OPENS NEW OFFICE Trust and investment department of- The bank has reserved space for ex- § years 
‘, The Bank of New York, oldest in the ficers occupy one-half of the main bank- pansion in the new building, the rest of B “Pe 
” city, opened its new Fifth Avenue office ing floor. Trust assets between 1953 and which was 100% rented months before = 
4 on June 8 in a 25-story building erected 1956 increased from $2.3 billion to $3.4 completion. Midmanhattan, Mr. Sim- = 
m on the site of the former Fifth Avenue billion in market value, president A. C. monds said, is strategically located to Tr 
" Bank, which was merged with Bank of Simmonds, Jr., stated at the press con- serve a metropolitan area which should LL.N 
New York in 1948. The land and build- ference preceding the opening. The fam- have a population of 20,000,000 by 1980, ay 
ing are now owned by the Metropolitan ous ladies parlor or Gold Room of the and a “Supercity” running from Boston ae 
Life Insurance Co. old bank has been reproduced. to Washington, D. C. Ag 
eine 
A | 
spe 
has 
Est: 
Inv 
Per 
Op 
que 
Per 
Mr. 
momma: 
prercamren: 
A] 
ma) 
reg 
ope 
i me 
Architect’s drawing (left) of main banking floor officers’ platfgrm in the new Fifth Avenue office of the Bank of New York. Area to kn 
the right will be occupied by the Trust and Investment Departments. Panel at the rear is of black marble incised with the advertise a 
ment from the newspaper of 1784 which led to the founding of tht bank. Photo at right shows ladies transacting their banking business ES 
at the special row of women’s tellers maintained by the old Fifth Avenue Bank on this site. The two institutions merged in 1948. ‘sed 
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TATES 


IN MEMORIAM 


CHESLEY M. ALLEN, trust officer, Wells 
Fargo Bank, San Francisco. 


GEORGE W. KUNZ, trust officer, First 
NATIONAL BANK of Erie, Pa. 


WALTER J. LAIRD, a director and chair- 
man of the trust committee of WILMING- 
10oN (Del.) Trust Co. and retired (1953) 
head of the bank’s trust department. 


WALTER P. NAPIER, chairman of the 
board and former president of ALAMO 
NATIONAL BANK, San Antonio, Tex. 


OLIN C. PEELER, vice president and 
trust officer, BANK OF PALM BEACH & 
Trust Co., Palm Beach, Fla. 

HAROLD STONIER — See page 604. 


CaRL L. WHITE, vice president and 
trust officer, CITIZENS BANKING Co., An- 
derson, Ind. 











EMPLOYMENT EXCHANGE | 
eS 


Individuals seeking positions in trust 
departments may have free listing 
herein (maximum five lines, three 
insertions). Address correspondence 
to Trusts and Estates, 50 E. 42nd 
St., New York 17, attention Employ- 
ment Exchange. Respondents to list- 
ings should refer to code number. 








Investment analyzer desires trust de- 
partment position. 75-2 


Attorney, 38, Florida resident, seven 
years estate, trust and tax experience, 
admitted N. Y., application pending for 
Florida Bar, desires position in trust de- 
partment of Florida bank. 74-3. 

Trust officer, 45, in banking 23 
years, head of trust department 10, with 
experience in legal, probate, tax, promo- 
tion, investment, interested in South- 
west and Pacific Coast. 75-5. 

Trust officer-tax attorney, 35, with 
LL.M. in taxation and considerable ex- 
perience in estate planning, seeks posi- 


tion with progressive trust department. 
78-4, 





TRUST OFFICERS 


A leading N. Y. personnel agency that 
specializes in placing bank Trust Officers 
has a complete file of Administrators; 
Estate Planners; New Business Solicitors; 
Investment Officers; Security Analysts; 
Pension & Profit-Sharing exp.; and Trust 
Operations men. Resumes sent on re- 
quest. No fee to banks. Write Fanning 
Personnel, 180 Broadway, N. Y., N. Y. 
Mr. ). Howard or phone Digby 9-3800. 








STOCK TRANSFER 


A large California bank has opening for 
Man with experience in stock transfer and 
registration. To supervise personnel and 
Operations and assist in installing new 
methods and systems. Prefer man with 
owledge of all phases of work. State 
age, qualifications, experience and salary 
desired. Write Box H-76-1, TRUSTS anp 
ESTATES. All replies confidential. 
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Mergers, New Trust Power 
and Change of Name 


Bridgeport & Waterbury, Conn. — Ef- 
fective May 10, CONNECTICUT NATIONAL 
BANK of Bridgeport consolidated with 
the WATERBURY TRUST Co., under the 
charter and title of the former. The 
Waterbury bank will be a branch. 


Flint, Mich. — Stockholders of GENE- 
SEE COUNTY SAVINGS BANK and MER- 
CHANTS & MECHANICS BANK approved a 
merger to take effect July 1. To be known 
as the GENESEE MERCHANTS BANK & 
TrRusT Co., the new bank will be the 
eighth largest in Michigan. Gyles E. Mer- 
rill will become president, Harlow H. 
Curtice, chairman; and Kenneth E. Haef- 
fele, vice president and trust officer, 
among other officers. 

Elizabeth & Summit, N. J. — Merger 
of First NATIONAL BANK & TRUST Co. 
of Summit with the NATIONAL STATE 
BANK OF ELIZABETH has been approved 
by the Comptroller of the Currency. The 
new organization will drop “of Eliza- 
beth” from its title, with main offices in 
Elizabeth. 

Dayton, Ohio — PEOPLES BANK has 
changed its name to PEOPLES BANK & 
Trust Co., following approval for estab- 
lishment of a trust department which 
will open July 1 with Jack L. Ames, 
vice president and trust officer, in charge. 


Hatfield & Norristown, Pa. — PENN 
VALLEY NATIONAL BANK of Hatfield and 
MONTGOMERY NORRISTOWN BANK & 
Trust Co. merged under the new title 
of MONTGOMERY COUNTY BANK & TRUST 
Co. 


Charleston & Greenville, S. C. — 
The SouTH CAROLINA NATIONAL BANK, 
Charleston, and the First NATIONAL 
BANK of Greenville received approval of 
stockholders to consolidate under the 
name of SOUTH CAROLINA NATIONAL 
BANK. W. W. McEachern, president, First 
National, becomes president and chief ex- 
ecutive officer; Henry J. Winn, vice 
president and senior trust officer; Clyde 
M. Gaffney, Jr., vice president and 
trust officer; and Lewis J. Frampton and 
James H. Howell, asst. trust officers. 


i ££. - 
FIDUCIARIES ELECT 
Corporate Fiduciaries Association of 

Hartford County (Conn.): 

President: Robert Simpson, president 
and trust officer, Southington Bank & 
Trust Co. 

Secretary: A. Wallace Cudworth, trust 
officer, Hartford National Bank & Trust 
Co. 

Treasurer: Omer Contois, 
secretary and trust officer, 
Trust Co. 

Fiduciary Section, District of Colum- 
bia Bankers Association: 

Chairman: Donald W. Wooster, trust 
officer and secretary, Munsey Trust Co. 


assistant 
Plainville 


V-Chairman: Melville W. Stuart, trust 
officer, Union Trust Co. 


Secy.-Treas.: James E. Connor, trust 
officer, American Security & Trust Co. 


Indianapolis Corporate Fiduciaries As- 
sociation: 


President: Louis 
S. Eggert, assistant 
trust officer, Mer- 
chants National 
Bank & Trust Co. 

Vice Pres.: Wil- 
liam, F. Elliott, 
trust officer, Amer- 
ican Fletcher Na- 
tional Bank & 
Trust Co. 

Secy.-Treas.: William S. Ritman, vice 
president and trust officer, Indiana Na- 
tional Bank 


Louis S. EGGERT 


Iowa Corporate Fiduciaries Associa- 
tion: 

President: A. L. Vogl, vice president 
and trust officer, American Trust & Sav- 
ings Bank, Dubuque 

Vice Pres.: Albert C. Roberts, trust 
officer, Central National Bank & Trust 
Co., Des Moines 


Secy.-Treas.: James Shepherd, trust 
officer, First National Bank, Dubuque 


Trust Committee, Louisiana Bankers 


Association: 


Chairman: A. R. Johnson, III, vice 
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president and trust officer, American 
Bank & Trust Co., Baton Rouge 


V.-Chairman: John E. Morgan, trust 
officer, National Bank of Commerce, New 
Orleans 


Bergen County (N. J.) Corporate Fidu- 
ciaries Association: 

President: J. Kenneth Barwig, trust 
officer and assistant cashier, Closter Na- 
tional Bank & Trust Co. 


1st V.P.: Edwin F. Rizer, assistant 
trust officer, Palisades Trust Co., Engle- 
wood 


2nd V.P.: Eleanore Jacod, assistant 
secretary, Peoples Trust Co. of Bergen 
County, Hackensack 





Ready to 
Assist. You 
in Connecticut 


The Hartford National Bank 
and Trust Company is one of 
New England’s leading banks. 
Its Trust Department, which is 
responsible for the care and 
management of property valued 
at approximately $425,000,000, 
is ready to assist you when- 
ever you desire an experienced 
representative in connection 
with estate administration or 
other fiduciary and _ banking 
services. 


Hartford 
National Bank 


and Trust Company 
Established in 1792 


OFFICES: 
HARTFORD 
WEST HARTFORD EAST HARTFORD 
WINDSOR MIDDLETOWN 
NORWICH NEW LONDON 
MYSTIC STONINGTON 
NIANTIC OLD SAYBROOK 


Member Federal Deposit Insurance Corp. 
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Secretary: John P. Rose, assistant 
trust officer, Hackensack Trust Co. 


Treasurer: William R. Mulligan, as- 
sistant treasurer and assistant trust of- 
ficer, North Jersey Trust Co., Ridge- 
wood 


Fiduciaries Association of South Cen- 
tral New York: 


President: Morris F. Ford, trust offi- 
cer, National Bank & Trust Co., Norwich 


Secretary-Treasurer: Stuart C. Nel- 
son, cashier and assistant trust officer, 
Chenango County National Bank & Trust 
Co., Norwich 


Trust Section, North Carolina Bankers 
Association: 


Chairman: B. B. Townsend, vice presi- 
dent and trust officer, Peoples Bank & 
Trust Co., Rocky Mount 


First V.Chm.: R. F. Clodfelter, trust 
officer, Wachovia Bank & Trust Co., 
Winston-Salem 


Second V.Chm.: LeGrande Bennett, 
vice president and trust officer, Bank of 
Wadesboro 


Secy.-Treas.: R. N. Rosebro, trust of- 
ficer, Citizens National Bank, Gastonia 


Trust Division, Oklahoma Bankers As- 
sociation: 


President: Mac D. Wallace, vice presi- 
dent and trust officer, First National 
Bank, Bartlesville 


Vice Pres.: Waldemar F. Pralle, as- 
sistant cashier and assistant trust offi- 
cer, City National Bank & Trust Co. 


Secretary: Charles L. Fuson, execu- 
tive secretary, Oklahoma Bankers Asso- 
ciation 

Asst. Secy. & Treasurer: Melvin A. 
McGlasson, trust officer, First National 
Bank & Trust Co., Oklahoma City 


Seattle-Tacoma Trust Men’s Associa- 
tion: 


President: Stuart H. Prestrud, assis- 
tant trust officer, Pacific National Bank, 
Seattle 


Vice Pres.: Walter Bagnail, assistant 
trust officer, Peoples National Bank of 
Washington, Seattle 





Secy.-Treas.: Christian Johnson, trust 


officer, Seattle-First National Bank 
Ae. A 
Continental Illinois Attains 100 
Years—First in State with 
Trust Powers 


On June 10 Continental Illinois Na- 
tional Bank & Trust Co. of Chicago be- 
gan its second century of activity. It 
ranks as the nation’s eighth largest bank. 
ing facility, and, through its predeces- 
sor banks, was the first bank chartered 
in Illinois with authority to act in trust 
capacities. 


The hundred years of growth include 
mergers of more than 20 banks, savings 
associations and trust companies. When 
the great fire of 1871 destroyed the 
buildings of four ancestor banks, they 
operated temporarily in private homes, 
Cash and securities were saved, but 
records were irretrievable and money 
was paid out on the word of honor of 
depositors. Another predecessor bank — 
the Illinois Trust & Savings Bank — 
occupied the first brick structure built 
after the fire and became the first trust 
company to act as executor of an estate 
in Cook County. A later ancestor, Amer- 
ican Trust & Savings Bank, was the 
first trust company in Cook County to 
be appointed by the probate court as 
administrator of an estate. 


Chicago’s first billion dollar bank came 
into being in 1929 when [Illinois Mer- 
chants Trust Co. and Continental Na- 
tional Bank & Trust Co. consolidated to 
form the Continental Illinois Bank & 
Trust Co. with total resources of 
$1,162,000,000. It was then a state bank, 
but in 1932 was federally chartered un- 
der its present name. During 1956 the 
trust department, which continued its 
substantial overall growth, received more 
new pension, profit sharing, and supple- 
mental employment benefit accounts than 
in any previous year. The total of. bonds 
outstanding for which the bank acts as 
trustee was at an all-time high, as was 
the number of corporations for whose 
stock it acted as transfer agent or regis- 
trar. 





New officers of Pennsyl- 
vania Bankers Associa- } 
tion Trust Division 
elected last month (left ; 
to right) : Chairman Har- 
old E. Bright, senior vice 
president and trust offi- 
cer, Berks County Trust 
Co., Reading; Vice Chair- 
man John L. Propst, vice 
president, Mellon Nation- 
al Bank & Trust Co., 
Pittsburgh; Secretary 
Belden L. Daniels, execu- 
tive manager of the PBA, 
in Harrisburg; and H. 
Townsend Bongardt, out- 
going chairman of the 
Trust Division, and vice 





president, Provident Tradesmens Bank & Trust Co., Philadelphia. The new Treasurer (not 
shown) is Ray W. Steber, vice president and trust officer, Warren Bank & Trust Co. 
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75th Anniversary of 
Trusteeship in Canada 


On February 3, 1882, Canada’s first 
trusts company — The Toronto General 
Trusts Company (now Corporation) — 
was formed. It was heralded a week 
later in the Monetary Times which car- 
ried also the new company’s first adver- 
tisement (the largest in the paper) 
listing its services. In its first year the 
Superior Court Judges of Ontario made 
the company agent for the investment of 
funds of widows, orphans and others un- 
der court control, and this together with 
public acceptance brought assets at the 
year-end to three-quarters of a million 
dollars. 


Investments and trusts under the com- 
pany’s care had more than doubled by 
the end of the second year. A reserve of 
$4,000 was set aside, and a dividend de- 
dared of 7% per annum. “Never in the 
years since have the shareholders failed 
to receive a return on their investment,” 
states the 1956 annual report in refer- 
ring to this event. During the third year 


an effective direct mail campaign brought 


additional business, and by the end of 
the fifth year the capital stock was 
doubled. 


Enlargement of the company’s sphere 
of activity developed partly by merging 
or acquiring other companies and partly 
by the establishment of branches. An 
amalgamation with the Trusts Corpora- 
tion of Ontario was completed in 1899, 
and the Winnipeg General Trusts Co. 
was taken over in 1902, becoming the 
first branch. The next year the Ottawa 
Trust & Deposit Co. Ltd. was purchased 
and became the second branch. Other 
branches followed in Vancouver (1916) ; 
in Saskatoon, Montreal, and Regina in 


1927, when the Saskatchewan Mortgage 
& Trust Corp. was purchased; in Calgary 
(1928); in Windsor and a second office 
in Toronto (1930). 


In that year, when many business or- 
ganizations crumpled, the corporation 
acquired more business than in any 
previous year and total assets under ad- 
ministration stood at more than $220,- 
000,000. 


The management of estates over the 
years involved the directors in many 
kinds of enterprises. For one estate they 
had to finish building a railway and for 
another they completed erection of a 
public building and some churches. At 
various times the company managed 
country stores, a gold mine, a Chicago 
menagerie, and indexed a law library. 
They operated farms, too, and this may 
have brought particular understanding 
of the mortgage situation in the trying 
period of the thirties, when the corpora- 
tion sought to cooperate with those who 
wanted to pay but couldn’t. In the long 
run, repayments have justified the con- 
fidence and decisions of those days. 


Since then the corporation has opened 
a branch in Edmonton (1946) and pur- 
chased the Ottawa Valley Trust Co. 
(1952) and the Osler & Nanton Trust 
Co. in Winnipeg (1954). Today Toronto 
General Trusts has a reserve fund of 
$3,500,000, a guaranteed trust account 
of $52,000,000 and total assets of $480,- 
000,000. The original staff of a manager 
and an office boy has grown to over 600 
men and women in eleven offices. In- 
stead of being the only trust company 
in Canada, the company now shares with 
some forty institutions the administra- 
tion of five and a half billion dollars 
worth of assets. This is the growth of 





Tt... 


These three new dormitories were “home” 


to Graduate School of Banking students at 
the School’s summer session from June 10 through 22. They are on the banks of the Raritan 


River on the campus of Rutgers — The State University in New Brunswick, N. J. A unique 
constriiction feature of the buildings is that they are raised above ground level on pillars, 
se that there is an unbroken view of the river from other parts of the campus. 


A total of 1,051 bank officers from 46 states, the District of Columbia, Puerto Rico 
and (iba attended the 23rd annual two-week session. The graduating class numbered 335. 
€ cass of 1937, first to graduate from the School, marked its 20th anniversary, gathering 
or Commencement Day and the day preceding. One of their number, John W. Remington, 
Presicent, Lincoln Rochester (N. Y.) Trust Co., was the commencement speaker. 
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trust business in Canada in a lifetime 
of seventy-five years. 


ab ao DS 
CHARITY WINS NEW ACCOUNTS 


Almost 500 accounts aggregating 
$250,000 were opened at a new branch 
of Chartered Trust Co., Toronto, recently 
as a result of an offer to contribute to 
the favorite charity of the new custo- 
mers. Taking its idea from a similar 
earlier plan used in New York, Char- 
tered Trust agreed to donate $1.00 for 
accounts of $10 to $99, and to give $5.00 
for accounts over $100. As a result, 111 
churches and charities received a total 
of $1,921. The average of new accountg 
was slightly over $500. 


FIRST 


IN PHILADELPHIA 








e in Length of Experience: 
—Banking Since 1782 
—Trust Since 1836 


e in Total Resources: 
— Over One Billion Dollars 


e in Total Trust Assets: 
— Over Two Billion Dollars 


e in Service: 


Serving more people more ways 
than any other Philadelphia Bank 


The First Pennsylvania 
BANKING AND TRUST COMPANY 
Fifteenth and Chestnut ¢ Philadelphia 1 

Member F.D.1.C. 
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By RALPH R. NEUHOFF 





Ralph R. Neuhoff 
is a practicing attor- 
ney and senior part- 
ner in the firm of 
Neuhoff & Schaefer 
of St. Louis, Mis. 
souri, where he has 
practiced law for the 
past forty years. He 
has been for prac- 
tically his entire pro- 
fessional career on the faculty of Washington 
University’s School of Law, teaching tax- 
ation. 














CLASS 37: POWERS OF TRUSTEES—MANAGEMENT 


We deal here with those powers of management which 
are not given a separate class number, such as power to 
remove the situs of the trust (Class 38), access to safe 
deposit box, drawing checks (Class 39), power of sale 
(Class 41). Contrary to the situation with respect to 
investments (see introduction to Class 36) a reasonable 
intendment exists in favor of trustees. However, there 
are traditional limitations, which can only be obviated 
by express language. The path of least resistance for 
the draftsman of a will, therefore, is to assume that the 
trustees will not have any implied powers and to spell 
out those which are desired, as is done in the specimen 
clauses which follow. The division between management 
and investment powers is for convenience. 

Tax considerations may now or hereafter render in- 
advisable management provisions which would be useful 
but can be dispensed with. Relevant provisions of the 
Internal Revenue Code should always be consulted and 
so far as possible the draftsman should avoid including 
any management power which (a) tends to obliterate 
the distinction between two or more trusts which are 
intended to be separate, or (b) in effect makes an indi- 
vidual trustee or cotrustee resemble an owner. 

With respect to No. 37.9 see Annotation, “Construc- 
tion of specific provision of will or trust instrument giv- 
ing executor or trustee power:to determine what is in- 
come or what is principal,” 27 ALR 1323, which states 
at p. 1336 that “in most instances where it has been 
recognized that the trust instrument was operative to 
vest in the trustees some discretionary power, it has also 
been held or recognized that such discretion is not abso- 
lute and uncontrolled, but can be abused, and such 
abuse is subject to judicial rectification.” 

See also Dumaine v. Dumaine, (Mass.) 16 NE2d 625, 
118 ALR 834, holding that a right given to a trustee to 
declare what is income and what is principal in his un- 
controlled discretion does not confer absolute and un- 
controlled discretion, nor, on the other hand, does it 


37.1 


Said TRUSTEES shall also have power to exercise all voting, 
option, subscription, conversion, reorganization, consolida- 
tion, merger, liquidation and other rights or privileges, 
of whatsoever nature, incident or pertaining to any securities 
or other property of said Trust, and to grant and revoke 


Voting rights, etc. 





*The first edition of Mr. Neuhoff’s will clause system, pub- 
lished ten years ago, met with wide success and the many 
requests for a revised edition have led to a completely rewrit- 
ten and expanded version. Major chapters are being pub- 
lished serially in Trusts aNp Estates, and the entire system 
will be published by us in book form later. Editor’s Note. 
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limit the trustee to the determination of the matter in 
cases where there is a question of doubt or no rule of 
law to guide the trustee, but confers an important re- 
sponsibility to make a determination which, if honestly 
exercised, calls for no revision by the court. See also 
annotation, “Specific provision of will or trust instru- 
ment giving executor or trustee power to determine 
what is income and what is principal,” 118 ALR 842. 

Despite the foregoing, it is well not to “strengthen” 
the clause beyond what is done in No. 37.9 because of 
the danger of inadvertently creating a power of appoint- 
ment in the trustee for purposes of Federal taxation. 
See introduction to Class 40. 

The trustees may not have implied power to rent real 
estate for a term which may extend beyond the termina- 
tion of the trust or to commence in futuro. Both of these 
powers may be essential in case of business real estate. 

Unless authorized to do so as is done by No. 37.17 a 
trustee would be unwise to carry securities or other 
property in its own name without disclosing the Trust. 
See generally, Annotation, “Liability of Trustee or other 
fiduciary for loss on investment as affected by the fact 
that it was taken in his own name without indication of 
fiduciary capacity,” 106 ALR 271. But see Barker v. 
Bank, 20 Fed. Supp. 185, to the effect that although cor- 
porate trustee should not without authority hold trust 
assets in its own name, this breach is merely technical 
and trustee will not be surcharged where no harm re- 
sulted. 

Nos. 37.1, 37.2, 37.3, 37.4 and 37.5 are intended to be 
used as a sequence. 

With individual trustees, provision for registration of 
securities in the name of a nominee may be inadvisable 
and is, therefore, not recommended by the author. Ina 


large number of States, there is statutory authority for § 


such registration by a corporate fiduciary. Elsewhere, 
the power may be granted where there is substantial 
reason for it. See No. 37.17 ff. 


proxies, discretionary or otherwise, in respect thereof, and | 
in connection therewith to enter into any proper covenant or 
agreement for the purpose of binding the Trust estate. 


Note: If specific powers of investment such as No. 36.7 are 
used, then add No. 37.2. 


Retention of securities resulting from reorganization, 
etc. 37.2 


They may purchase any new securities issued as a result 
of, or in connection with, any such act, although they ould 
not otherwise be authorized investments hereunder. 


Note: Use only with specified powers of investment such as 
No. 36.7. 
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37.3 


Should any corporation, in which the Trust estate holds 
stock or other securities, at any time offer or propose to re- 
organize, or to consolidate or merge with another corpora- 
tion or corporations, or offer exchange of its shares for 
shares of a holding company, or change its organization 
from organization under the law of one state to organization 
under that of another, or to organization under Federal 
statutes, or in any manner enlarge, curtail or amend its 
charter powers, or its financial structure, or change the 
amount or the classes or par value of its capital stock, or 
change, in whole or in part, from stock having par value to 
stock having no par value, or vice versa, then, in any such 
event, the Trust estate, through its TRUSTEES, may exercise 
any option, right or privilege, by way of vote, subscription, 
exchange, or by the exercise of any other rights or privileges 
extended to the stockholders or other security holders of 
such corporation to participate to such extent as said TRUs- 
TEES may deem advantageous to the Trust estate in the for- 
mation of any corporation or corporations, holding com- 
pany, or what is commonly known as a Massachusetts Trust, 
or other trust organization or organizations that may result 
from any of the various steps, changes, exchanges or reor- 
ganizations, above enumerated, and the authority hereby 
conferred may be exercised without regard to the fact that 
any securities or property received would not fall within any 
of the classes of property which said TRUSTEES are herein 
authorized to purchase. 

Note: Use only with specific powers such as No. 36.7. 


Power to consent to reorganization 


Reorganization — broad construction 


37.4 


Inasmuch as it is the intention hereby to confer upon said 
TRUSTEES, in all of the contingencies above enumerated, the 


fullest power to conserve the interests of the Trust estate, and 
to save to it any value or advantage that may become avail- 
able to shareholders, or other security holders, of such cor- 
porations or corporate properties, as fully and effectually as 
I might do in my own right, if I were living and the owner 
of such shares of stock or interest in corporate properties, 
the foregoing provisions shall be given the broadest and 
most liberal construction possible, in order to enable said 
TRUSTEES in each particular case fully to achieve that end. 
Note: Use only with specific powers such as No. 36.7. 


37.5 


Any cash, rights, privileges or property other than the 
usual or customary dividends, paid out of earnings, that may, 
as an incident to any of the foregoing dissolutions, mergers, 
reorganizations, or other changes, come into the hands of 
the TRUSTEES, shall be deemed corpus of the Trust estate and 
not income. 

Note: Use only with specific powers such as No, 36.7. 


What deemed corpus upon reorganization 


Broad powers coupled with elucidation — another 


approach 37.6 


By way of description and not by way of limitation of the 
broad powers heretofore given in respect of any and all se- 
curities or property at any time received or held for the trust 
estate, the TRUSTEE is authorized: 

(a) To hold and retain, without liability for depreciation 
in value, any of the property coming into its hands by virtue 
of this Trust in the same form of investment as that in which 
it is received by it, although it may not be of the character 
and investment permitted by law to trustees or authorized by 
the terms of this Trust. 

(b) To sell the same, at either public or private sale, at 
such time or times and on such terms and conditions as to 
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credit or otherwise as to it may seem appropriate; to bid for 
and become the purchaser thereof in behalf of the Trust es- 
tate at any public sale, and to again sell the same without 
liability for any resulting loss. 

(c) To consent to, oppose or participate in any plan for 
the dissolution, reorganization, consolidation or merger of 
any corporation, any security of which is held for the Trust 
estate, and to pay any and all calls and assessments imposed 
upon the owners of such securities as a condition of their 
participating therein, and to consent to any contract, lease, 
mortgage, purchase or sale of property, by or between such 
corporation and any other corporation or person. 

(d) To exercise or dispose of any right it may have as 
the holder of any security to convert the same into another 
or other securities, or to acquire an additional security or 
securities, to make any payments, to exchange any security 
or to do any other act with reference thereto which it may 
deem advisable. 

(e) To deposit any security with any protective or reor- 
ganization committee, and to delegate to such committee 
such power and authority with relation thereto as to it may 
seem proper, and to agree to pay and to pay out of the Trust 
estate such portion of the expenses and compensation of such 
committee as to the TRUSTEE may seem proper. 

(f) To execute and deliver any proxies or powers of at- 
torney to such person or persons as to the TRUSTEES may 
seem proper, granting to such person such power and author- 
ity with relation to any property or securities at any time 
held for the Trust estate as to it may seem proper. 

(g) To extend the time of payment of any obligation. 

(h) To accept in either total or partial satisfaction of any 
indebtedness or other obligation any property and to con- 
tinue to hold the same for such period of time as the TRUSTEE 
may deem appropriate. 

(i) To exchange any property for other property upon 
such terms and conditions as to the TRUSTEE may seem prop- 
er, and to give and receive money to effect equality in price. 

(j) To grant options to purchase any property. 

(k) To manage any real property in the same manner as 
if the TRUSTEE were the absolute owner thereof, including the 
power to lease the same for such term or terms of five years 
or more or less than five years as to it may seem proper with- 
out application to any court, with and upon such conditions 
and provisions including, but not by way of limitation, 
agreements for the purchase or disposal of buildings thereon 
or to be placed thereon and options to the tenant to renew 








Entrance to First National Bank, Palm Beach, Fla. It leads from 

the parking area through the rock garden into the bank, and 

conveys a greater sense of spaciousness than the camera was able 
to capture. 
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such lease from time to time or to purchase such property, 
as the TRUSTEE may deem proper; to make ordinary and ex. 
traordinary repairs and alterations to any building; to raze 
old buildings and to erect new buildings; to insure against 
loss by fire or other casualties; and to subdivide and plot 
real property, to lay out and dedicate streets, ways and public 
places, and to square lines; to employ agents and confer 
upon them such discretion and authority with respect to the 
management of any such real property as the TRUSTEE deems 
appropriate. 

(1) To make partition of any real or personal property 
either through legal proceedings or otherwise. and to give or 
receive money for equality of partition. 

(m) To do all such acts, take all such proceedings. and 


exercise all such rights and privileges whether hereinbefore ff 


specifically referred to or not, with relation to any property, 
as could be done, taken or exercised by the absolute owner 
thereof. 


37.7 

In arriving at the income derived from securities held by 
said TRUSTEES, they shall not regard the price paid for them 
and shall not out of income amortize premiums paid nor 


make additions to income because of purchase of securities 
at a discount. 


Amortization and discount ignored 


What deemed income 37.8 

Except in the case of dividends in liquidation or as herein 
otherwise provided, cash dividends received by said TRus- 
TEES shall constitute income in their hands, but all other 
distributions of additional stock or distributions of property, 
real or personal, or of rights, privileges and advantages of 
whatsoever sort, other than cash, shall in the hands of said 
TRUSTEES constitute corpus of said Trust estate and not in- 
come. 


37.9 
Subject to the provisions hereof said TRUSTEES are au- 
thorized to determine whether any money or other property 


Trustees to determine income 


coming into their hands is a part of the principal of the § 


Trust estate or income therefrom, and to apportion between 
principal and income any loss or expenditure which in their 
opinion should be apportioned and as to them may seem just 
and equitable, and any such determination as between prin- 
cipal and income so made by said TRUSTEES in good faith 
shall be conclusive and binding upon all beneficiaries or 
other persons interested in said Trust estate. 
Note: See introduction for comments on this Clause. 


37.10 

Said TRUSTEE shall pay all expenses necessary to the proper 
maintenance, preservation and protection of said estate. in- 
cluding taxes, insurance and the compensation of said TRUS- 
TEE, and may, in its discretion, create reserves for expendi- 
tures reasonably to be anticipated in the ordinary course of 
business, and the remainder of the income after all of the 


foregoing deductions are made shall be disposed of as fol- 
lows: 


Reserves for expenses 


37.11 
Said TRUSTEES shall have full power to litigate, compro 


mise, adjust and settle all claims arising out of or in com 
nection with the Trust properties. 


Power to litigate and settle 


Buy in on forclosure 37.12 


Said TRUSTEES shall have power to purchase for the bene- 
fit of the Trust estate at any foreclosure sale any real estate 
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or personal property upon which the TRUSTEES may have or 
hold a mortgage, deed of trust, lien or other encumbrance. 


37.13 


Should said Trust at any time contain any real estate, said 
TRUSTEES shall have power to rent said real estate, including 
the power where circumstances reasonably require it (as to 
which said TRUSTEES shall be the sole judge) to make leases 
to commence not more than one year in the future, and for 
terms which may exceed the duration of said Trust, but not 
for more than ninety-nine years. Said TRUSTEES may alter, 
reconstruct, or wreck and remove improvements of real es- 
tate, and may build new improvements. They may from time 
to time replace, extend, or renew any mortgages or deeds of 
trust coming due on any real estate of the Trust. 


Powers as to real estate 


Leasing real estate 


37.14 


The power of said TRUSTEES to make leases of real estate 
shall include the power to enter into leases which may ex- 
tend beyond the term of said Trust, but not to exceed ninety- 
nine years. 


To purchase insurance 


37.15 


Said TRUSTEE is authorized, in its discretion, to obtain and 
pay for from the assets of the estate, fire, tornado, employer’s 
liability, workmen’s compensation, public liability or other 
insurance, but shall not be liable for any neglect to carry any 
of the foregoing kinds of insurance or to carry any particular 
amount of any of the foregoing kinds of insurance. 


Concurrence of trustees 


37.16 


Any deed, transfer, conveyance, contract or instrument in 
writing, in order to effect a transfer or agreement of any 
kind, binding upon the trust estate, shall be executed by all 
TRUSTEES then serving hereunder. 


Use of nominees 


37.17 


Said TRUSTEES may, in their discretion, keep any of the 
securities or other property belonging to any such Trust 
registered or recorded in the name of said Trust, or in the 
individual names of said TRUSTEES, as nominee, without dis- 
closing said Trust, or in the individual name of any other 
person, firm or corporation, including the corporate TRUSTEE 
or COTRUSTEE, as nominee, without disclosing said Trust. 


37.18 


Said TRUSTEES shall have power in their discretion to 
cause any property of the Trust estate to be registered or 
held of record in their own names or in the name of their 
nominee, or in the name of the corporate TRUSTEE, or the 
TRUSTEES may retain said property without changing its rec- 
ord or registered owner, and in any such event the TRUSTEES 
may or may not, in their discretion, divulge the Trust. 


37.19 


The TRUSTEE shall have the right to cause any securities 
or property held for the Trust estate to be registered and to 
carry any such securities or property in the name of a nom- 
inee or nominees; but the TRUSTEE shall be liable individ- 


Nominees — another form 


Nominees with liability on Trustee 





Conferring in the remodelled and enlarged Trust Department 
quarters on the mezzanine of San Diego Trust & Savings Bank 
are, foreground, E. D. Clapp, vice president and trust officer, and 
O. B. James, trust officer. In the background is L. E. Hoskins, 
assistant trust officer. Open House was held on June 4 for the 
$40,000 renovation. Interiors are dominated by walnut panelling 
and green and gold draperies, and individual offices have been 
provided for trust officers. 





ually and in its own right for any loss occasioned by the act 
of such nominee or nominees with respect to any securities 
or property so registered. 

Note: The last portion spelling out responsibility of the 
Trustee is not usual. Presumably the Trustee would be pro- 
tected by a fidelity bond in any event. 

Trustees may serve corporation whose stock is held 


by trust 37.20 


In the event that any person or persons acting as TRUSTEE 
or COTRUSTEE hereunder shall also be acting as an officer or 
director of any corporation in which said Trust may own 
stock or other securities or may be a candidate for election 
as such officer or director, such person or persons may act 
as such officer or director and receive compensation therefor 
in the same manner as if he were not a TRUSTEE or COTRUS- 
TEE hereunder, and shall not be disqualified from voting for 
his election to such office or for membership on said board 
of directors, for the reason that he is acting as TRUSTEE or 
COTRUSTEE hereunder, or for the reason that he may be re- 
ceiving compensation for serving in any such capacity. 


Officer or employee of corporate fiduciary may serve 
corporation whose stock is held by trust 37.21 


In the event that any person or persons acting as an offi- 
cer or employee of a corporate fiduciary acting as TRUSTEE 
or COTRUSTEE hereunder, shall also be acting as an officer or 
director of any corporation in which said trust may own 
stock or other securities or may be a candidate for election 
as such officer or director, such person or persons may act 
as such officer or director and receive compensation therefor 
in the same manner as if he or they were not an officer or 
employee of said corporate fiduciary hereunder, and shall 
not be disqualified from voting for his election to such office 
or position as a member of the Board of Directors. 


CLASS 40: POWER OF TRUSTEE TO TERMINATE TRUST 


The power of a trustee to terminate a trust and vest 
the assets in the beneficiaries is in and of itself highly 
desirable. It may be intended as a means of putting 
Pressi:re upon a beneficiary to lead a salutary life or 
Possi!)!y may be for the purpose of extricating a trust 
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from an undesirable tax situation. Also it may be de- 
sirable simply because the trust corpus has decreased. 

If the power is vested in an individual who is in any 
way related to the beneficiaries, consideration must be 
given to the possibility that such a power might have 
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undesirable consequences under the Internal Revenue 
Code with respect to powers of appointment. Such a 
power may under particular circumstances be deemed 
a power of appointment in the trustee with the result 
that, (a) part or all of the corpus of the trust estate 
may be subject to taxation as a part of the estate of the 
trustee, and (b) income of the trust may be deemed tax- 
able to the trustee. 

The power to encroach upon corpus for beneficiaries 
exemplified in Class 30 may also, under particular cir- 
cumstances, be deemed a power of appointment for tax 
purposes. Because of their similarity both problems will 
be considered together. 

A testator may create a trust for the benefit of his 
wife for life with remainder to his sons whom he also 
names as trustees. He may empower the sons to en- 
croach upon the corpus for the benefit of the wife. It is 
obvious that if any corpus is turned over to the widow, 
this operates to reduce the amount ultimately going to 
the sons as remaindermen. Therefore, the sons have a 
proprietary interest in the results of their conduct as 
trustees. 

In like manner a father might create a trust for the 
benefit of son A for life with remainder to son B. He 
may name son B as trustee with power, if son B deems 
it advisable, to terminate the trust and vest the trust 
assets in son A. This might be a very logical arrange- 
ment if son A was immature and untested at the time 
of his father’s death, but it approaches a power of ap- 
pointment in son B for the benefit of son A. Presumably 
the father would set up certain criteria as to what 
capacity son A should demonstrate before he is to be 
given the corpus, but such criteria would be subjective 
in nature and hard to police. In practice there may be 
little difference between a power to terminate of the 
kind described and a power to appoint for the benefit 
of A. 

The power to encroach or to terminate might conceiv- 
ably apply to income accruing from time to time. An- 
other case which frequently arises is a trust created by 
a grandfather for the benefit of his grandchildren A 
and B who are minors, with C, the father of A and B, 
named as sole trustee, with power in his discretion to 
expend all or any part of the income or corpus for the 
support of A and B, and to accumulate the balance to 
be turned over to the minors at a later specified time. 
Inasmuch as the father, C, is under a duty to support 
A and B, he is benefiting himself when he devotes in- 
come of the trust for their support. 

Over the years, the Treasury Department, aided by 
the courts and Congress, has developed the philosophy 
of imputing income and corpus to a trustee for income 
tax and estate tax purposes. This has had its greatest 
development in the case of the grantor of an inter vivos 
trust who is also the sole trustee, which does not con- 


40.1 

If due to the small size of corpus remaining or for any 
other reason said TRUSTEE shall deem it advisable, said TRUs- 
TEE shall have full authority to terminate said Trust. 


Trustee may terminate 


Termination after a definite period when for 
best interest of son 


40.2 


If at any time and from time to time after the expiration 
of seven years from the date of my death, said TRUSTEE act- 
ing in his sole discretion shall deem it wise and prudent and 
for the best interests and welfare of my said son, it shall be 
authorized then to pay over and deliver either a part or the 
whole of said Trust Fund to my said son, and in that event as 
to such part or the whole so paid over and delivered this 
Trust shall terminate, and the property so paid over and 
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cern us here. (See I.R.C. Section 677, Income for the 
Benefit of Grantor, and Section 2041(b) defining a gen- 
eral power of appointment. 

But the same principles can be and are to a certain 
extent applied to testamentary trusts. See, for example, 
I.R.C. Section 678, Person other than Grantor Treated 
as Substantial Owner. I.R.C. Section 678(c) seems to 
imply that where a trustee or cotrustee has power to 
apply income for the maintenance of his children whom 
he is obligated to support, the amount actually so ap- 
plied may at least under some circumstances be consid- 
ered to be income of the trustee in his personal capacity. 
This would seem to render the so-called “grandfather 
trust” inadvisable. See Lasser, “Estate Tax Tech- 
niques,” Effect of Obligation to Support, p. 1107. 

The elaborate provisions of Section 674 and parti- 


cularly Section 674 (c) setting up the concept of inde- { 


pendent trustees are in terms applicable to power in a 
grantor of an inter vivos trust to control beneficial en- 
joyment. Nevertheless, testamentary trusts are bound 
to be affected by analogy to some extent. 

Even if one complies with existing provisions of the 
tax laws, future amendments may, and probably will, 
change the situation. It is, therefore, best to be quite 
chary of vesting power of encroachment or termination 
in an individual trustee or cotrustee who has a family 
relationship, lest it result in unexpected estate or in- 
come tax consequences at some future date. If such pro- 
visions are desired, they should be exercisable by a 
“neutral” corporate fiduciary which is a sole trustee. 
An exception might be the power of encroachment for 
support of an adult beneficiary, such as the mother of a 
trustee, if a definite standard is prescribed. 

Turning now to non-tax features of such clauses, 
where discretion is vested in a trustee to turn principal 
over to a beneficiary in general, the courts do not con- 
trol the trustee’s discretion reasonably and properly 


exercised. See annotation, “Control of discretion of trus- [ 
tee as to turning over entire principal of fund to bene- | 


ficiary,” 143 ALR 467. 

Care should be taken in phrasing the standard which 
is to guide the trustee in deciding whether to terminate 
a trust and turn over the assets. See annotation, “Con- 
struction and application of phrase ‘understanding age’ 
or similar obscure phrase, fixing the time when benefici- 
aries of trust or will shall receive principal or income,” 
157 ALR 139. 

It is believed that a power to terminate in the discre- 
tion of the trustee in view of the best interests of the 
beneficiaries will be upheld. See Damon v. Damon, 312 
Mass. 268, 44 NE2d 657, 143 ALR 463 and Annotation, 
“Control of discretion of trustee as to turning over en- 
tire principal of fund to beneficiary,” 143 ALR 467. 

Clause No. 40.2 resembles the clause in Viall v. R. I. 
Hospital Trust Co., 45 R. I. 432, 123 A. 570, 32 ALR 437. 


delivered shall be and become the absolute property of my 
said son. In the exercise of the discretion herein given. said 
TRUSTEE is directed to use its own judgment as to the wis 
dom of terminating this Trust either in whole or in part as 
hereinabove provided, in view of the conduct and manner 
of life of my said son and in view of its opinion as to the 
probability of his making a reasonably prudent use of said 
property. 
(To be continued ) 


—_ ——= 





® Funds disbursed by the Minneapolis Foundation totalled 
$114,411 last year, compared with $99,631 in 1955. Foundation 
funds had a total market value of $4,177,519 on March 18. 
First National and Northwestern National Banks of Minne- 
apolis act as trustees. 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


IS MINIMUM ANNUAL CONTRIBUTION REQUIRED 


HERE IS LITERALLY NOTHING IN THE 

Code or the Regulations that pre- 
scribes a minimum rate of financing the 
benefits of a qualified pension plan. 
Thus. for example, Section 404(a) of 
the Code and $1.404(a) of the Regula- 
tions are specific about the maximum 
amount of contribution tax-deductible to 
an employer under a qualified pension 
plan. But there is no mention there, or 
elsewhere, of a minimum contribution 
which must be made for a plan to retain 
its qualified status. 


Permanence of a Plan 


However, in order to qualify for tax 
deduction a plan must be a “permanent 
as distinguished from a temporary pro- 
gram” (Regs. $1.401-1(b)(2) and it 
must not be discriminatory in favor of 
the higher-paid employees. And it is in 
his published interpretations of these re- 
quirements that the Commissioner of 
Internal Revenue has_ introduced the 
concept of a minimum rate of financing 
under a qualified pension plan. Since 
these rulings of the Commissioner may 
he somewhat obscure to the non-actuary 
itmay interest our readers if we analyze 
them in some detail. 


The Commissioner’s first ruling on the 
“permanence” of a pension plan was 
promulgated in Mimeograph 5717, C. B. 
1944. 321. Although it was issued in 
July 1944 it is still in effect with only 
the small modification introduced by 
Revenue Ruling 55-60, C.B. 1955-1, 37. 
This Mimeograph lays down certain re- 
quirements that must be satisfied if any 
of the highest paid 25 employees with 
anticipated pensions of $1500 a year or 
more are to receive “unrestricted” bene- 
fits from the plan during the first 10 
years of its existence. The only one of 
these requirements that concerns us here 
is that the “full current costs” of the 
plan :nust have been met at all times 
durin those first ten plan-years. 


The Mimeograph itself defines “full 
curren: costs” as “the normal cost... . 
for al years since the effective date of 
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UNDER PENSION PLANS? 


the plan, plus interest for such period 
on the unfunded liability.” It continues 
with the following illustration in par- 
entheses: “The full current costs will 
always be met in the case of individual 
level premium insurance or annuity con- 
tracts if the annual premiums are always 
paid; in the case of group annuity con- 
tracts if the current service costs are 
paid and payments for past service costs 
are sufficient to keep the unfunded past 
service costs from increasing: and in 
the case of self insured plans if pay- 
ments are made to the fund so that the 
initial unfunded liability does not in- 
crease.” 


An Actuarial Valuation Required 


Unfortunately the illustration raises 
more questions than it answers. Con- 
sider the case of an employer who has 
established a qualified individual-policy 
pension plan for his employees — and 
there are about 13,500 such employers 
in this country today. He has to pay 
a level annual premium on each of the 
policies effected under the terms of the 
plan. Although these premiums include 
the amortization of a hypothetical “past 
service cost” accumulated prior to the 
plan’s inception, the employer may find 
this concept far-fetched and alien to the 
financing procedure he has adopted. 
Now suppose the plan has been in ex- 
istence for five years and the employer 
finds himself unable to pay part (or 
the whole) of the premium bill for the 
next two or three years. He utilizes the 
loan features of the individual policies 
to tide him over this difficult period and 
hopes to renew premium payments in 
due course. At what point of time did 
he fail to pay his “full current costs”? 


The only way to discover this is to 
hire an actuary to calculate the hypo- 
thetical “normal” and “unfunded past 
service” costs for each of the seven or 
eight years during which the plan has 
been in effect. We wonder whether this 
procedure is insisted on by Treasury 
agents in actual practice. 


A similar problem arises if a self- 
insured plan is being financed on a basis 
that envisages the funding of all indi- 
vidual pensions by means of level an- 
nual contributions between eligibility 
date and normal retirement age. (Sec. 
404(a)(1)(B) of the Code). If any 
contributions are skipped, the actuary 
of the plan should presumably revalue 
the liabilities to produce the “normal” 
and “past service” dichotomy of costs 
(Sec. 404(a)(1)(C) of the Code). If 
he is paid an extra fee for this revalua- 
tion the employer is put in the peculiar 
situation of paying a doubled actuarial 
fee in the very years he is unable to con- 
tribute to his pension plan. 


An Actuarial Error 


But there is another problem raised 
by the illustration quoted from Mimeo. 
5717. It is quite incorrect actuarially to 
say. as the Mimeo. appears to do, that 
the “full current costs” will always be 
met if the unfunded past service lia- 
bility never exceeds its initial figure. In 
fact it can easily be shown that the 
cumulative “full current costs” could 
easily be substantially more or less than 
the contributions required to maintain 
the unfunded past service cost at its 
initial figure. 

This is intuitively obvious when one 
considers what would happen to the 
“unfunded past service” cost (which is 
obtained by deducting the fund’s assets 
from the “past service” cost computed 
at the valuation date) if the company’s 
president who accounted for $150,000 
of the “past service” cost were to die 
during the inter-valuation period (1) 
without a death benefit, or alternatively. 
(2) with a death benefit of $200,000. 
A similar situation would occur if there 
were substantial investment profits or 
losses accruing to the fund. 


When “gains” occur the contributions 
required under the “initial unfunded 
past service” rule are less than those 
under the “full current costs” criterion. 
And vice versa when “losses” occur. 
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The net result of this “actuarial er- 
ror” on the part of the Treasury would 
seem to be that the employer’s actuary 
could use the “full current costs” cri- 
terion or the yardstick of the “initial 
unfunded past service cost,” whichever 
is more favorable, as an indication of 
compliance with Mimeo. 5717 during 
the first ten plan-years. 


Revenue Ruling 56-596 


But two years after the publication of 
Mimeo. 5717 the Treasury issued a rul- 
ing that perpetuated the “actuarial er- 
ror” we have just referred to. In P.S. 
No. 57 (as modified recently by Rev. 
Rul. 56-596, I.R.B. 1956-47, 14) we 
read: “A ruling as to qualification un- 
der Section 401(a) of the Code does not, 
however, apply to a pension or annuity 
plan if a subsequent suspension of em- 
ployer contributions affects benefits to 
be paid or made available thereunder at 
any time or if the unfunded past service 
cost at any time exceeds the unfunded 
past service cost as of the date of estab- 
lishment of the plan (plus any addi- 
tional past service or supplemental costs 
added by amendment). The employer 
and the trustee are to notify the Com- 
missioner regarding suspensions in such 
cases in order that a redetermination 
regarding qualification of the plan un- 





“WHY DELAWARE?” Tax and trust 
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agement and conservation of 
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der Section 401(a) of the Code may be 
made.” If this ruling — which we under- 
stand is regarded as a definition of “sus- 
pension” — is read in conjunction with 
Mimeo. 5717 it will be noticed that a 
case could occur in which the Commis- 
sioner is notified under Rev. Rul. 56-596 
that the unfunded past service cost ex- 
ceeds its initial value but that, since the 
“full current costs” have been met since 
the plan’s inception, Mimeo. 5717 does 
not permit the disqualification of the 
plan on financial grounds alone. This 
subtlety was obviously not intended by 
the Treasury but its treatment of such a 
case would provide an opportunity for 
some interesting dialectics. 


However it is not only in its disre- 
gard of Mimeo. 5717 that Rev. Rul. 
56-596 poses problems. Its strict inter- 
pretation makes the actuary’s lot an un- 
happy one! 


Note that the sentences quoted above 
contain the words “at any time” 
(twice). And remember that the “past 
service cost” of a pension plan is a 
continuously varying, and for the most 
part increasing, figure. Thus, five min- 
utes after a new pension plan has been 
signed its “past service cost” has in- 
creased beyond its initial amount so that 
unless the employer pays his first con- 
tribution at the time he signs the plan 
instrument — thereby reducing the “un- 
funded past service cost” below its ini- 
tial figure — he should be notifying the 
Commissioner of a “suspension” under 
Rev. Rul. 56-596. This is so patently 
absurd that we must conclude that an 
accrual on the company’s books of some 


minimum contribution at the time the 
plan is signed would be prima facie 
evidence that the contributions have not 
been suspended before they have be. 
gun! 

A similar argument would presum- 
ably hold for later years. If the “un. 
funded past service cost” at the time of 
the actuarial valuation at the beginning 
of a plan year (which is not necessarily 
the end of a company’s fiscal year) is 
equal (or near) to the initial unfunded 
past service cost, the company should 
immediately accrue some minimum 
amount on its books for later payment 
to the trust fund. 


What is the Minimum Accrual? 


We have twice referred to a minimum 
accrual. How is the actuary to deter- 
mine such a minimum? At first sight it 
might be argued that if the unfunded 
past service liability equals its initial 
figure, payment in advance of the “full 
current costs” for the plan-year should 
ensure compliance with Rev. Rul. 56-59 
until the next plan anniversary. How. 
ever, we have already indicated that if 
a “loss” occurred due to unexpectedly 
heavy death benefit payments or to in- 
vestment losses, these “full current costs” 
might be insufficient to prevent the “un- 
funded past service cost” rising above 
its initial figure at some point of time 
during the year, and at all times there- 
after until the end of the plan-year and 
the concurrent actuarial valuation. 
Strictly, then, the employer and _ the 
trustee should both have notified the 
Commissioner of this state of affairs at 
the moment it occurred. More reason- 
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ably, perhaps, they both have to notify 
him of “suspension” of contributions at 
the end of the plan-year — although the 
actuary had told the employer at the 
beginning of the year that the payment 
of the “full current costs” would pre- 
vent this situation. 


In other words, there is no sure way 
of preventing the rise “at any time” of 
the “unfunded past service cost” above 
its intial figure without a daily actuarial 
valuation. All that can be done in ad- 
vance is to pay the “full current costs” 
figure for the year but this implies a 
Commissioner notification at the year- 
end if losses occur in the interim. 


Of course, there is little doubt that 
the Treasury would continue the plan’s 
qualified status under these circum- 
stances. But the fact remains that both 
employer and trustee — not to mention 
the Commissioner — may be put to un- 
necessary trouble if they interpret Rev. 
Rul. 56-596 strictly. And what of the 
embarrassment of the actuary? 


Annual Actuarial Valuation 


Finally, let us return to a point we 
raised earlier in connection with Mimeo. 
5717. If the Internal Revenue Service is 
srious about the notification required 
by Rev. Rul. 56-596 — and its word- 
forword reproduction of P. S. No. 57 
issued in 1946 certainly suggests that it 
is — then an annual actuarial valuation 
is required of any self-insured pension 
plan. For if the employer is contributing 
somewhere near the “maximum” each 
year the Treasury will undoubtedly want 
proof that he hasn’t actually passed this 
figure in any year. And if the employer 


is “freewheeling” for a year or two only 
an actuarial valuation — for the em- 
ployer and the trustee — can determine 
whether the Commissioner should be 
notified of a “suspension” in accordance 
with the terms of Rev. Rul. 56-596. In 
fact about a month ago one Treasury 
agent we know required an employer, 
as a prerequisite of qualification, to 
insert a clause in his plan to provide 
for an annual actuarial valuation. His 


reason — Rev. Rul. 56-596! 


Bank Salaries Surveyed 


A recent effort to readjust its own 
salary scale realistically led a bank in 
the midwest area to retain an outside 
firm to survey banks of the same de- 
posit structure ($150-300 million) with- 
in a radius of 350 miles. The survey — 
reported by the editor of Mid-Continent 
Banker in the May 15th issue — in- 
cluded these trust department salaries: 


Min. Min. Max. Max. 
Officer Range Aver. Range Aver. 
Vice 
President __ $10,000 $14,500 $15,200 $23,200 
to to 
$17,600 $36,800 
Trust Officer. $ 6,600 $ 8,800 $ 8,400 $13,400 


to to 
$11,000 $17,600 
Assistant 
Trust Officer. $ 5,200 $ 6,600 $ 5,200 $ 8,400 
to to 


$ 9,300 $11,000 
As a result of its survey, top manage- 
ment recommended — and the board of 
directors approved — establishment of 


new officer grade clasisfications and sal- 
ary ranges. Formulas of the Harvard 
Business Review and the American 
Management Association were utilized. 
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Safe Deposit Customers as 
Trust Prospects 

The most universally helpful service 
that a trust department provides is estate 
planning, M. Nicholas Fox, trust off- 
cer, First Wisconsin Trust Co., Milwau- 
kee, told the annual convention of the 
American Safe Deposit Association at 
its meeting in that city May 16-18. The 
need for this service is widespread, but 
unless the banking officer takes initiative 
in bringing the customer to the trust 
department, he may never know what 
services are available. Safe deposit cus- 
tomers as a class represent excellent 
prospects for trust services and should 
be approached for new business. An- 
other reason for approaching the cus- 
tomer is the tax problem that confronts 
even a moderate estate. Often a substan- 
tial, and sometimes a staggering amount 
can be saved by careful estate planning, 
the speaker said. 

The various services offered by a 
trust department were explained to the 
audience by Mr. Fox, and the advantages 
of estate planning for the customer tax- 
wise were presented in more extended 
form with typical examples, particularly 
for a $150,000 estate. Approximate tax 
savings available for estates from 


$75,000 to $1,000,000 were summarized. 
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9th Estate Planners’ Day 


Current tax laws have forced business 
men into an increasingly intensive search 
for means of accumulating property 
values for their children and grand- 
children, Warren H. Eierman, assistant 
vice-president of Hanover Bank, New 
York, and head of its Department of 
Will Review and Estate Analysis, told 
the 9th Annual “Estate Planners Day,” 
sponsored by the New York Chapter of 
Chartered Life Underwriters. He was 
one of four speakers representing the 
estate planning team at the April 24 
meeting, attended by more than 1000 
New York life underwriters, attorneys, 
trust officers and accountants. 


“The corporation executive today is 
denied the opportunity to accumulate or 
even receive spendable income in pro- 
portion to his contribution to his com- 
pany and its owners,” Mr. Eierman said. 
“Our current income tax laws have 
caused American industry to use its 
ingenuity to find ways to reward the 
executive. The result has been an over- 
whelming flow of employee benefit plans, 
such as group insurance, stock options, 
deferred compensation contracts, and 
pension plans. These benefits have be- 
come quite complex and, coupled with 
the intricacies of state and Federal Tax 





laws, have proven to be possessed of the 
same misleading characteristics as the 
Trojan horse.” This modern-day prob- 
lem is a challenge to estate planners, 
according to Mr. Eierman. 


The use of life insurance by the man 
of property was discussed by Paul 
Brower, director of advanced under- 
writing of the Mutual Life Insurance 
Co. of New York and a member of the 
New York bar. He said that life insur- 
ance can be used to redeem stock in a 
closely held corporation, and made sug- 
gestions for people who have the need 
to establish more than average amounts 
of permanent life insurance coverage 
with a minimum of premium outlay. 
Through them has come “the current 
appeal in so-called credit purchases of 
life insurance which entail a split fund- 
ing of the premiums and the use of the 
cash values in a policy in that funding.” 


The impressive tax advantages that 
flow from a trust created by a first 
generation member of a family for the 
benefit of a third generation member, 
with income used to carry insurance 
on a second generation member, were 
described by Albert Mannheimer, New 
York attorney. Mr. Mannheimer said 
that a recent regulation—that any trust 
income which is actually used to dis- 
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Donald McDonald, a partner in Montgomery, 
McCracken, Walker and Rhoads, spoke at 
the Annual Spring Forum of the Philadel- 
phia Chapter of Chartered Life Under- 
writers, May 1, on buy and sell agreements 
for partnerships and corporations. Harry 
Redeker, General Counsel for Fidelity 
Mutual Life Insurance Co., reviewed prob- 
lems that arise in use of life insurance set- 
tlement options. Kenneth W. Bergen, part- 
ner of Dana and Gould in Boston, discussed 
tax problems in estate planning. 





charge the obligation of a father to 
support his dependent is taxable to the 
father — constitutes an additional tax 
reason why a grandfather should con- 
sider such an insurance trust. If the 
new regulation, which reverses old prece- 
dents and may be unconstitutional, is 
sustained, at least some of the income 
of a conventional grandfather trust here- 
tofore taxable in the low brackets of 
the grandchild will now become taxable 
in the relatively high brackets of the 
parent,” Mr. Mannheimer said. “Under 
the three generation trust plan, the trust 
itself would become a separate taxpayer 
and its income would therefore ordin- 
arily be taxable in the lowest possible 
brackets.” 


Joel Irving Friedman, also a New 
York attorney, pointed out that the 
elimination of the premium payment 
test by the 1954 Code has encouraged 
gifts of life insurance because, under the 
new law, the insured can give away in- 
surance on his own life on which he has 
paid the premiums and on which he 
continues to pay the premiums, and yet 
the proceeds of the insurance on his 
death will not be includible in his estate 
for tax purposes. 


“However, in some cases it might be 
preferable to make gifts of property 
other than insurance,” he said. “For 
example, where the donor is in high 
income tax brackets, giving income pro- 
ducing securities, rather than life in- 
surance policies, will not only save estate 
taxes on the donor’s death, but can also 
save substantial amounts of 
taxes during his lifetime.” 


income 


Mr. Friedman also discussed the pil- 
falls in stock retirement agreements 
created by the new “attribution rules”, 
under which stock owned by one person 
or entity is regarded for certain purposes 
as belonging to another. 
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Legislation Affecting Trust and Estates 


COLORADO 


§.B. 162: Conforms terminology in 
probate law with reference to estates 
of mental incompetents to new adjudica- 
tion procedure bill which adopts new 
definitions in such cases; clarifies classi- 
fication of claims against estate of men- 
tal incompetent, and provides that if 
there is any surplus after payment of 
claims having priority, court may direct 
conservator to pay to wife of incompe- 
tent for her support and support and 
education of minor children; provides 
voluntary estate procedure whereby any 
person may request appointment of guar- 
dian-trustee for his own property. 


H.B. 258: Reverses prior law to pro- 
vide that when deposition of witness to 
will is to be taken, court shall have 
photostatic copy of will made to be at- 
tached to deposition and shall retain 
original will in court. 


§.B. 261: Provides that if will of non- 
resident has been executed in manner 
prescribed by laws of place where exe- 
cuted, it may be admitted to probate 
in Colorado upon proof required by laws 
of that place fer admission to probate 
therein, if such person dies resident of 
Colorado. 


§.B. 262: Permits bank or trust com- 
pany to hold assets held in fiduciary 


capacity in name of nominee. 


§.B. 263: Provides that when title to 
or any interest in property in Colorado 
is affected by foreign will, such will may 
be admitted to probate in Colorado as 
foreign will. 


§.B. 269: Provides that when fiduciary 
may be adversely interested, unable or 
unwilling to perform any act which 
should be performed, or to act for period 
of time, court may appoint special fidu- 
ciary to perform such acts or to act for 
such period of time, specifying powers 
and duties to be exercised and performed. 

8.B. 269. Gives court discretion to de- 
termine what bond, with or without se- 
curity, shall be given by special ad- 
ministrator; if latter is subsequently ap- 
pointed executor or administrator, he 
may continue his administration as such 
without making final settlement of ad- 
ministration as special administrator and 
May combine in his report as executor 
or administrator acts performed by him 
a special administrator. 


H.B, 272: Sets up definite formula for 
determining amount of credit for proper- 
ty previously taxed where present de- 
cedent died within three years of death 
of previous decedent. Adopts Colorado 
Supreme Court interpretation. 


S.B. 272: Provides that power of ap- 
Pointment may be exercised by any will 
of any person over 18 years. 
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S.B. 282: Incorporates all definitions 
into one section, modifies certain defini- 
tions and adopts certain new definitions. 
Changes form of giving notice in deter- 
mination of heirship proceeding in an 
estate to coincide with notice of deter- 
mination of interests in property of de- 
cedent where there is no estate; gives 
persons in interest specific time after 
giving of notice within which to file 
claims relating to heirship and then per- 
mits petition to be heard at any time 
after all persons have been properly 
notified of pending petition; upon death 
of ward intestate, guardian or conserva- 
tor may wind up estate without issuance 
of further letters, unless within 30 days 
after death petition is filed for letters 
of administration and _ petition is 
granted; requires publication of notice 
to creditors by conservator or guardian 
after death, but permits guardian or con- 
servator to wind up estate as such and 
to combine reports as guardian or con- 
servator with reports as administrator; 
restates classes of claims and limitation 
of period within which claims must be 
filed without change in substance; states 
notice to creditors must state last day 
for filing claims which must be not less 
than six months after issuance of let- 
ters; revises form of notice of final set- 
tlement; provides that final report shall 
be filed with court and then personal 
representative shall publish notice of 
final settlement, giving final date upon 
which objections to report may be filed, 
which date shall be at least 30 days 
after publication of notice of final set- 
tlement; increases compensation of per- 
sonal’ representative to 6% on _ first 
$25,000 of estate, 4% on next $75,000, 
and 3% on balance; provides method for 
reopening estate. 


S.B. 275: Permits records of trust de- 
partment concerning administration of 
estate or trust to be reproduced photo- 
graphically and originals destroyed, and 
reproduction shall be admissible in evi- 
dence. 


H.B. 365: Permits recipient of any 
property or beneficial interest under 
testamentary disposition to disclaim ir- 
revocably whole or any part thereof in 
writing, not later than six months after 
probate. 


FLORIDA 


S.B. 816: Repeals F.S. 747.05 author- 
izing the Circuit Court to appoint cur- 
ator; power transferred to Probate 
Court. 

H.B. 353: Permits gifts of securities 
to minors under prescribed conditions. 

S.B. 401: Repeals estate tax appor- 
tionment statute enacted in 1949. 


S.B. 403: Provides that unless will 


confers power of sale, court approval of 
sale must be obtained. 


S.B. 404: Establishes one year statute 
of limitations for suit against personal 
representative after discharge. 


ILLINOIS 


S.B. 53: Amends Ch. 3, Sec. 478, to 
raise from $1,000 to $3,000 maximum 
size of estate on which administration 
may be dispensed with, and _ rewrites 
other conditions; revises Sec. 330 relat- 
ing to surviving spouse’s allowance to 
provide for minimum of $1,000 for spouse 
and minimum of $500 for each minor 
child of decedent. 


S.B. 54: Provides that marriage re- 
vokes any will executed before marriage; 
that divorce or annulment revokes all 
interests given spouse in any will ex- 
ecuted before entry of decree; and that 
no will so revoked may be revived except 
by re-execution. 


H.B. 145: Permits witnesses to will 
to act as attorney for estate. 


IOWA 


H.F. 389: Permits banks and trust com- 
panies acting as fiduciaries to transfer 
and register securities in name of 
nominee, but imposes liability on bank 
or trust company for acts of nominee 
with respect to securities so registered. 


S.F. 163: Repeals law giving district 
court judges optional authority to issue 
decrees of heirship. 


KANSAS 


S.B. 222: Amends Sec. 59-1207 to 
raise appraiser’s fee from $2.00 to $5.00 
per day, with additional allowance upon 
proper showing to court. 


MAINE 


Ch. 126: Amends Ch. 165, Sec. 15, to 
require presentation of claims against 
estate within six (formerly 12) months 
after qualification of personal represen- 
tative, or within six months after claim 
becomes due; amends Sec. 17 to make 
conforming changes with respect to 
actions based on claims, which shall be 
brought within 12 (formerly 20) months 
after qualification. 


Ch. 136: Makes Ch. 153, Sec. 45, set- 
ting forth fees for executors, administra- 
tors, guardians, surviving partners and 
trustees, applicable to conservators. 


MARYLAND 


Ch. 14: Amends Section 182 to fix 
at 6% maximum annual interest on pen- 
alties for non-payment of death taxes in 
cases arbitrated under Uniform Act on 
Interstate Arbitration of Death Taxes. 


Ch. 173: Amends Section 372, Article 
93, to decrease from one year to six 
months from probate period within which 
caveat must be taken. 
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of Diamonds, Precious Stones, 
and Jewelry. We will examine 
estates anywhere and offer im- 
mediate cash payment. 


We render realistic appraisals 
based on long and wide ex- 
perience in the field. 


ROBERT BRUCKER 
JEWELRY CORPORATION 
22 West 48th Street 
New York 36, N. Y. 
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Equitable Security Trust Company is first 
in Delaware—first, historically, with its 
record of more than 70 years’ service in 
estate settlement and trust administration; 
first in modern, specialized trust depart- 
ment facilities. For these reasons, you and 
your customers are assured efficient, 
economical, complete service. 


EQUITABLE SECURITY TRUST COMPANY 
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Wilmington, Delaware 
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Odessa ¢ Smyrna ¢ Dover 
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Ch. 256: Amends Sections 332 and 333, 
Article 93, to increase widow’s allowance 
from $150 to $450 if infant child or chil- 
dren also survive decedent, and from 
$75 to $225 if only widow survives. 


Ch. 370: Amends Section 309 (b), 
Article 81, to provide that undistributed 
income of fiduciary estate which is tax- 
able to fiduciary shall not include any 
portion of such income required by terms 
of trust or estate to be permanently set 
aside for religious, educational or char- 
itable corporation or purpose. 


Ch. 399: Repeals or amends numerous 
provisions of law relating to equity and 
probate jurisdiction and procedure, so as 
to bring law into conformity with Mary- 
land Rules which became effective Janu- 
ary 1, 1957. 


Ch. 505: Provides that children born 
of parents who have been subject to 
marriage ceremony with each other shall 
be deemed legitimate, even though mar- 
riage is or may be subsequently deter- 
mined invalid by reason of prior marital 
status of one of parents. 


Ch. 554: Amends Section 115, Article 
93, to reduce from nine to six months 
period within which creditor must bring 
suit after payment of claim has been 
refused by executor or administrator. 


Ch. 588: Amends Section 223, Article 
93, to eliminate maximum limitation of 
$5.00 per diem for appraisers. 


Ch. 633: Provides that certain trusts 
heretofore or hereafter created shall be 
exempt from rule against perpetuities. 


Ch. 640: Amends Section 111, Article 
93, to increase amount which may be re- 
covered from tortfeasor by executor or 
administrator for funeral expenses of 
decedent. 


Ch. 715: Provides that when minor 
receives less than $100 as distributee of 
estate, Orphans’ Court may authorize 
payment of money to natural guardian 
for past or future support. 


Ch. 717: Amends Section 132, Article 
93, to increase share awarded to sur- 
viving spouse of intestate where no chil- 
dren or parents survived, but spouse, and 
brother or sister or niece or nephew sur- 
vive, 


Ch. 745: Provides for appointment of 
conservator for property of certain per- 
sons who cannot properly care for their 
property by reason of advanced age, 
mental weakness, or physical incapacity. 


Ch. 747: Amends Section 161 (3) and 
(4), Article 81, relating to computation 
of contributions to payment of estate tax 
by spouse who renounces will. 


MASSACHUSETTS 


Ch. 304: Grants concurrent jurisdic- 
tion to Probate Court with Superior 
Court in connection with old age as- 
sistance liens on real estate. 





MINNESOTA Ch 
Ch. 21: Amends Sec. 303.25 subd. 1@ Law t 
providing that foreign trust association on rea 
of conterminous state may exercise pow.) shall t 
ers as executor, administrator, trustee from « 
or guardian for residents or non-resi-§ for pr 
dents of Minnesota if banking or trust piratic 
associations, including national banking 
asociations, in Minnesota are permitted 
to exercise like powers in such conter. S.B. 
minous states, without filing bond and State 
qualifying as foreign corporation with state 
Secretary of State as heretofore pro-| pelt 
vided, © minist 
Ch. 298: Amends Sec. 292.01 by add-| Pie 
ing proviso that creation of joint ten- 
ancy of real estate by husband or wife) 8.B. 
or both and payment of debt thereon,} ory 
and improvements thereof, is not a trans-P sewed 
fer of property, unless the donor of such gy rests 
joint tenancy so elects, on death of one S.B. 
of such tenants. However, if joint ten. ship « 
ancy is terminated for reasons otherJJ in cou 
than death, there is a transfer to which S.B 
gift tax applies. count} 
Ch. 311: Amends Sec. 48.39 to allowfy °™™ 
fiduciary funds awaiting investment in H.E 
banking department of corporate fi- guard 
duciary to be used by bank upon de-® if all 
posit of prescribed collateral with Com-® sent i 
missioner of Banks. HB 
MISSOURI — 
others 
H.B. 43: Adopts Uniform Gifts tof ring t 
Minors Act. ; 
NEW HAMPSHIRE 
Ch. 74: Adopts Uniform Gifts to!) Pi 
. ) declai 
Minors Act. B testar 
New Mexico | (May 
Ch. 176: Amends Sec. 32-2-3 to ex-™ PrOV! 
empt New Mexico Veterans Service Com- — 
mission from requirement of bond asf (Son 
guardian. petine 
) panie: 
NEw YorK securi 
Ch. 471: Amends Decedent Estate Law loan 
Sec. 103a, relating to payment of cer-j ae 
tain debts to creditor’s estate without “ST 
administration (up to $1,000 in aggre tition 
gate), to include personal property found ia 
on dead body and deposited with county§ Hons, 
treasurer by coroner or medical ex hon o 
aminer. — 
Ch. 567: Amends Secs. 95 and 205 offf locate 
Banking Law to permit trust companies) 
and national banks to deposit securities 
in bearer form with Superintendent of S.B 
Banks for protection of trust funds Arey 
(formerly required to be registered in of de 
name of Superintendent). paren 
Ch. 888: Empowers banks and trust of pa 
companies holding deposits of cash o S.B 
securities for persons acting aS CUSH fice o; 
todians under Gift of Securities 9 of go, 
Minors Act to pay over such deposits 0 yg) , 
custodian or to minor at age 21, and TCR deter 
lieves depositary from making inqui)® tay. 
and from liability for acting upon in- facie 
structions of custodian. life ¢ 
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Ch. 936: Amends Sec. 249-ll of Tax 


Law to provide that lien for estate tax 
on real property assessed at over $10,000 
shall terminate at expiration of 20 years 
from date of accrual (period is 15 years 


NorRTH DAKOTA 


S.B. 88: Empowers commandant of 
State Soldiers’ Home to take charge of 
estate of deceased member or to ad- 
minister same. 


S.B. 110: Limits estate tax lien to 


TENNESSEE 


Ch, 242: Amends Sec. 30-1001 to grant 
State lien on decedent’s property for nine 
months after death where decedent was 
delinquent on taxes owed to State. 


child property acquired from relatives 
of adoptive parents. 


Ch. 350: Provides that receipt of guar- 
dian, administrator or executor acknowl- 
edging receipt of bank deposits or sav- 
ings and loan association investments 
standing in name of ward or decedent 
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add- period of ten years from decedent’s death. shall protect bank or association from " 
= S.B. 134: Provides municipal im- Claims of all parties. Cordially Invited 
wale provement warrants shall be valid in- Ch. 395: Amends Sec. 30-602 to pro- 
ine! vestments for funds of estates and _ vide that where all land sought to be sold 
eet trusts. for payment of debts and expenses lies 
dis S.B. 277: Increases size of guardian- outside county of administration, sale 
-ten-f) ship estates where filing of accounts is shall be held gel such other county under 
other! in court’s discretion from $500 to $1,000. prescribed conditions. 
which S.B. 281: Permits release of will from TEXAS 
county judge’s office when attached to H.B. 110: Makes numerous changes in 
allow@, Commission for testimony regarding will. Probate Code, including following: Clari- 
nt int! H.B. 595: Permits waiver of bond for fies definition of independent executor in 
e fil guardians, administrators and executors Probate Code to declare that such repre- 
n de-l if all heirs (of decedent or ward) con- sentatives are not subject to contro] of 
Com-f sent in writing. courts in settlement of estates except as 
H.B. 754: Provides that owner may expressly provided by law; eliminates 
transfer personal property to self and —— (22%) placed on fee for ex- 
others in joint tenancy without transfer- ame woe administrator ; provides that 
ts to§ ring through third person. appointment of guardian for incompetent 
spouse shall apply to separate property 
RHODE ISLAND only and eliminates requirement that 
i i gees, Ade to Ges 16 Ch. One competent spouse apply to court for ap- 
ts to Binoy ene i ee » pointment of appraisers to entitle such 
ne that every ae vivos and spouse to administer entire community 
» testamentary trust hereafter effective - : : 
| (May 2, 1957) shall, unless contrary "oyhe gs executor or administrator upon 
o ex. Provision is contained therein, be deemed pardon or restoration of civil rights; 
Com-@ © empower the trustee (1) to invest yecasts requirements of bonds for execu- 
1d asf) @ Teal or personal property including toys, administrators and guardians; 
savings accounts of banks and trust com- modifies rules with respect to mineral 
es, and shares of stock or other  jeases; rewrites requirements of account- * ‘ 
Securities of corporations, building and ing by executors, administrators and Ancilla ' 
» Law loan associations, investment trusts and guardians; ventions non-resident guar- ry d 
F cer- Pann companies a = exercise dian to file with court power of attorney 
: retionary powers of sale, lease, par- ste : 
a tition and aiiaiaia (3) to posh a ee ae Se . 8 s 
found ii (4) to participate in reorganiza- , ins Administration 
ounty “Ms, mergers, etc.; (5) upon. termina- ° ° 
7 i“: tion of trust or part thereof, to set aside Will Drafting Contest 
or partition same and in _ connection Winners Named . 5 
-. vn exercise power of sale or al- Winners of the 1957 Will Drafting on Florida S$ 
ue” @ ‘ocate shares in kind. Contest sponsored by American Trust 
pe «| Co., Charlotte, N. C., were: First place, 
wer SouTH Dakota Joseph Duane Gilliam, University of 
po S.B. 93: Adds intestacy as further North Carolina, who will receive $200 ; 
ed 2 qualification for distributing the share Second place, David Aaron Friedman, 
of deceased unmarried minor child in Duke University, who will receive $100. 
Parent’s estate directly to other heirs Other winners this year were: Benja- 
trust of parent. min S. Marks, Jr., University of North 
sh : S.B. 97: Provides for recording in of- Carolina; Louis Thomas Gallo, Duke 
= 7 of register of deeds of certified copy University; and M. Alexander Biggs, 
we. of death record of joint or life tenant of JT, Wake Forest College. These men will 
id Z 9 estate and of certified copy of order Tecelve = each. 
squity ining no tax due or payment of The judges were three prominent 
on faa record of death record is prima Charlotte attorneys. American Trust Co. BANK of DUNEDIN 
acie evidence of termination of joint or has sponsored a Will Drafting Contest DUNEDIN, FLORIDA 
life tenancy. for the past ten years. Member Federal Deposit | Corporetior 
STATES 
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Santa Clara County — At the May 2 
meeting the following officers were 
elected for the ensuing year: Pres. — 
John R. Kahle, San Jose attorney; Vice 
Pres. — Raymond Triplett, San Jose life 
underwriter; Treas. — George Young, 
C.P.A., San Jose; sec. — Dale W. Han- 


son — San Jose life underwriter. 


San Francisco — The following offi- 
cers were elected at the annual meeting, 
May 15: Pres. — Charles J. Barry, at- 
torney; Vice Pres. — Stanley B. Brooks, 
life underwriter; Sec. — William J. 
Marciniak, C.P.A.; Treas. — Frank E. 
Canatsy, trust officer, Wells Fargo Bank. 


District of Columbia — At the May 
10 annual meeting the following officers 
were elected: Pres. — Willard G. Me- 
Graw, trust officer, Union Trust Co.; 
Vice Pres. — Samuel J. Sugar, C.L.U.; 
Treas. — Edwin B. Shaw, vice president 
and trust officer, Riggs National Bank; 
Sec. — C. Carney Smith, C.L.U., Mu- 


tual Benefit Life Insurance Co. 


The meeting adopted this amendment 
to the by-laws: “Instructors in the field 
of Estate Planning at local universities 
while so engaged shall be eligible for 


associate membership in the Council.” 


Hawaii — At the May 16 meeting 
Kep Aluli spoke on “Co-op Apartments: 
their Organization and Practical Prob- 
lems” and Frank Padgett followed with 
“Co-op Apartments: their Legal Prob- 
lems and their Place in Estate Planning”. 
Aluli is one of the developers of two 
highly successful co-ops, and Padgett is 
legal counsel for several co-ops. 


Chicago — The May 10 meeting fea- 
tured a presentation of “Behind the 
Scenes with the Executor and Trustee”. 
The panel of speakers included: William 
S. Dillon, assistant vice president, 
American National Bank & Trust Co.; 
John A. Kuhn, assistant secretary, 
Harris Trust & Savings Bank; Charles 
H. Schoefield, assistant trust officer, 
First National Bank. 


Indianapolis — The May 16 meeting 
was given over to a round table discus- 
sion of the results of a recent question- 
naire sent to members concerning their 
own estates. Questions dealt with the 
size of the estate (by classification into 
one of three size groups: under $60,000, 
between that and $150,000, and over 
$150,000), family status, uses of life in- 
surance, recency of review of will and 
life insurance program, and what use 
was made of the services of other mem- 
bers of the estate planning team. 

Sixty-eight replies, were received, 31 
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of which covered estates between $60,- 
000 and $150,000.. All respondents 
owned life insurance, 67 were married. 
49 had minor children. Sixty-one had 
wills and of these 5 had reviewed them 
within the past five years, and 58 had 
revised their insurance program within 
the same period. Sixty owned their 
homes jointly with. their wives. Corpo- 
rate executors were named by 22, and 2 
more named corporate co-executors. All 
31] of those setting up testamentary trusts 
had named corporate trustees, and the 
had _ established 
trusts also named corporate trustees. 
Common disaster provisions in will or 
life insurance were included by 39. 

St. Louis — The May 14 meeting fol- 
lowed the tradition of this Council in 
presenting a subject touching on pro- 
fessional work indirectly, but seriously. 
In this case, the subject was “Our Com- 
munity, Our Universities, and You”. 
Mayor Raymond R. Tucker spoke on 
two private universities as assets of St. 
Louis. The Very Reverend Paul C. 
Reinert, S. J., president of St. Louis Uni- 
versity, talked about the responsibili- 
ties of the Universities to the Com- 
munity. And Ethan A. H. Shepley, 
chancellor of Washington University, 
discussed the relationship of the Com- 
munity to the Universities. 


New Hampshire — The May 23-.meet- 
ing was held at Manchester with David 
F. Hoxie, associate counsel of National 
Life Insurance Co., Montpelier, Vt., 
speaking on “Federal Income Tax Con- 
siderations in Life Insurance.” 


Northern New Jersey — The May 15 
meeting was the annual stag outing held 
at the Rockaway River Country Club in 
Denville. 


Eastern New York — The May 21 
annual meeting at Glens Falls elected 
the following officers: Pres. — Everett 
W. Wyatt, trust officer, National Com- 
mercial Bank & Trust Co., Albany; 
Vice Pres. — John H. Clyne, general 
agent, Phoenix Mutual Life Insurance 
Co.; Sec. — Edwin W. Uhl, Jr., assistant 
trust officer, State Bank of Albany; 
Treas. — Ralph Semerad, attorney and 
professor of law, Albany Law School. 


Charlotte, N. C. — At the annual 
meeting May 7, the following officers 
were elected: Pres. — Julian G. Squires, 
associate trust officer, Commercial Na- 
tional Bank; Vice-Pres. — Robert L. 
Hines, attorney; Sec. — T. Ed Thorsen. 
C.L.U., agent, New England Mutual Life 
Insurance Co.; Treas. Fred H. 
Temple, C.P.A. 
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Dayton — At the May 15 meeting, 
Wadsworth C. Dunn, vice president in 
charge of Investments of the Trust De. 
partment of the Winters National Kank 
& Trust Co., spoke on “The Investmeit 
of Funds in Trust”. The following new 
officers were elected: Pres. — David J, 
Robison, Equitable Life Assurance So. 
ciety; Vice Pres. — Herbert E. Whalen. 
Jr., Northwestern Mutual Life Insur. 
ance Co.; Sec.-Treas. — Kenneth N. 
Graham, vice president. Winters Na- 


tional Bank & Trust Co. 
Philadelphia — At the May 9 meeting, 


“Deferred Compensation” was discussed 


by V. Henry Rothchild. II. New 
York attorney, lecturer and author. New 
officers elected were: Pres. — Frank J. 
Campbell, Jr., Connecticut General Life 
Insurance Co.; Vice Pres. — George C. 
Denniston, attorney; Treas. — Timothy 


L. Lingg, trust officer, Philadelphia Na- 
tional Bank; Sec. — Caspar W. Haines, 
New England Mutual Life Insurance Co. 


Pittsburgh — At the May 20 meeting, 
James N. Land, senior vice president, 
Mellon National Bank & Trust Co., spoke 
on “Current Business Trends and Out- 
look”. The following officers were elect- 
ed: Pres. — G. Harold Moore, C.L.U.. 
general agent, State Mutual Life Assur- 
ance Co.; Vice Pres. — William J. Cope- 
land, vice president, Peoples First Na- 
tional Bank & Trust Co.: Sec.-Treas. — 
Ross S. Edgar, executive secretary, Pitts- 
burgh Life Underwriters Association. 


Rhode Island — At the May 27 meet- 
ing, A. James Casner, Professor of Law, 
Harvard Law School. spoke on “The 
Importance of Flexibility in an Estate 
Plan and Ways of Attaining It.” The 
following officers were elected: Pres. — 
George E. Peirce, Jr., C.L.U.. of Mutual 
Benefit. Life Insurance Co.: Vice Pres. 
— Curtis B. Brooks, vice president, In- 
dustrial National Bank: Sec. — William 
M. Mackenzie, attorney: Treas. — Ed- 


ward Blackman, C.P.A. 


Nashville — At the May 7 meeting, 
“Life Insurance Settlement Options and 
the Place of the Contingent Life Insur- 
ance Trust in Estate Planning” was dis- 
cussed by Dr. Edwin H. White. C.L.U.. 
vice president of The Insurance Re- 
search & Review Service. Inc. 


Madison, Wis. — The program of the 
May 13 meeting consisted of a round 
table discussion on Business Interests 
and Business Insurance. The panel it: 
cluded Archie Kimball, Jack Formella, 
James Warner, and George Blake, chair- 
man. Audience participation followed 
the panel’s presentation. = 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark; New Jersey 


ESTATE TAX 


Good-will not to be considered in valu- 
ing partnership interest for estate tax 
purposes under binding partnership in- 
terest purchase agreement. Partnership 
agreement provided that upon death of 
one partner, surviving partners should 
purchase decedent’s interest, and that 
good-will was not to be considered asset 
of partnership for any purpose. Further- 
more, upon partner’s retiring, remaining 
partners could either wind up business 
by dividing assets proportionately, or 
buy out retiring partner’s interest at 
price not to include good-will. Commis- 
sioner increased decedent’s interest by 
adding amount for good-will to book 
value, 


HELD: Refund granted. Interest here 
isnot to be valued at price it might have 
brought in open market at time of death. 
Pursuant to partnership agreement, 
good-will was not to be considered in 
determining payments that surviving 
partner was required to make to pur- 
chase decedent’s interest. Moreover, upon 
retirement of partner, either liquidation 
or sale of interest to remaining partner 
was required at price not to include 
good-will. Agreement, therefore, controls. 
A. Mandel, Exr. v. Sturr, D.C. S.D.N. Y. 
Jan. 12, 1957. 


Partnership profits for year of death 
not includible in gross estate where part- 
nership agreement provides otherwise. 
Partnership agreement provided that 
profits over and above salary of $25,000 
annually were to be shared equally by 
partners. Agreement further provided 
that in order to share in profits, partner 
must survive end of fiscal year. Right 
current profits extended only to 
amount of salary due partner at date of 
teath. Partnership fiscal year ended Jan- 
lary 31. Decedent partner died on No- 
vember 21, 1947. Commissioner included 
Indecedent’s gross estate, share of firm’s 
Profits above salary which he would have 
teeived for period January 31, 1947 to 


November 21, 1947. Tax Court held for 
estate, 


HELD: Tax Court affirmed. Right to 
share profits under partnership agree- 
Ment was dependent upon survivorship to 
nd of year. Unless such contingency 
“curred, partner had no vested right in 
ly part of profits for any portion of 


June 1957 


year. F. H. Knipp, Exr. v. Comm., 4th 
Cir., Apr. 10, 1957. 


Commuted value of deferred compen- 
sation contracts includible in gross es- 
tate. Decedent had entered into certain 
deferred compensation agreements with 
his employer, providing for payments to 
him for fifteen years after his retire- 
ment. In event of his death, payments 
were to be made to his designated bene- 
ficiary. Decedent’s rights under contract 
were forfeitable in event of certain con- 
tingencies, namely, if he failed to devote 
his best efforts to job, if he entered into 
competitive business upon retirement, or 
if he engaged in non-competitive busi- 
ness under certain conditions. He died 
before becoming entitled to any pay- 
ments and employer paid amounts to es- 
tate. Commissioner included commuted 
value of contracts in decedent’s estate. 
District Court overruled Commissioner, 
stating that contracts were to be valued 
as of moment before death, at which 
time they were contingent in nature and 
had no value. 


HELD: District Court reversed. Es- 
tate tax is one imposed on value of as- 
sets transferred by reason of death. At 
that time interest in contracts became 
absolute. Being property interest in de- 
cedent at death, it is includible in his 
gross estate. EH. Goodman, Admzx. v. 
Granger, 3rd Cir., Apr. 12, 1957. 


Proceeds of insurance policy held by 
trust includible in estate where decedent 
retained right to change beneficiaries of 
trust. Decedent created irrevocable trust, 
to which he delivered, without assign- 
ment, certain insurance policies on his 
life. Trustees were named beneficiaries. 
Decedent retained right to change bene- 
ficiary. Commissioner included proceeds 
of policies in decedent’s estate. 


HELD: For Commissioner. Where in- 
sured retains right to change beneficiary 
of policy, he has retained “incidents of 
ownership.” This is true notwithstanding 
fact that beneficiaries are trustees of ir- 
revocable trust. Proceeds are therefore 
includible in insured’s estate. J. V. Far- 
well, III et al. v. U. S., 7th Cir. Apr. 4, 
1957. 


Proceeds of insurance not qualified for 
marital deduction where wife beneficiary 
must survive delivery of proof of death. 


Decedent’s life insurance policy provided 
that proceeds were payable to his widow 
“upon receipt of due proof” of his death. 
However, had widow died before deliv- 
ery of such proof, proceeds were to be 
paid to decedent’s estate. Commissioner 
disallowed marital deduction on ground 
that interest in proceeds was terminable. 


HELD: For Commissioner. Wording 
of beneficiary clause was clear and un- 
ambiguous. Under it, widow received 
only terminable interest, since period of 
time within which terminating condition 
could occur was not limited to six months 
after decedent’s death as required under 
Section 812(e)(1)(D) of 1939 Code (Sec- 
tion 2056(b)(3) of 1954 Code). EZ. J. 
Ellgeston, et al., Exrs. v. Dudley, D.C. 
W.D. Pa., Mar. 29, 1957. 


Life estate for insane spouse with re- 
mainder over to named beneficiaries not 
includible in decedent’s estate. Decedent 
transferred certain securities in trust to 
pay wife, who was insane, income there- 
from during her life and upon her death, 
corpus was to be distributed to certain 
named relatives. Should income be in- 
sufficient to meet spouse’s needs for sup- 
port, trustees could invade corpus for 
her benefit. With exception of one hos- 
pital bill, decedent continued to pay for 
wife’s support out of his own funds. 
Commissioner included value of life in- 
terest in decedent’s estate as transfer 
with income retained on theory that he 
had retained right to have income of 
trust applied to discharge his legal ob- 
ligation. 


HELD: For taxpayer. Gift was com- 
plete and it was in no way limited to 
support only. Donor did not reserve any 
right to have income applied to wife’s 
support or limited to such purpose. 
Colonial-American National Bank of 
Roanoke v. U. S., 4th Cir., Apr. 8, 1957. 


Life tenant’s broad power of manage- 
ment over corpus does not qualify life 
interest for marital deduction. Decedent 
left residuary estate to his wife. She 
was empowered to sell, convey, encumber 
and otherwise dispose of property at her 
discretion, provided, however, that upon 
her death, she should leave by her will 
part of property remaining in her hands 
equally to designated beneficiaries. Local 
state court had determined that wife re- 
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ceived life estate, with remainder vested 
in beneficiaries. Estate claimed marital 
deduction for full value of interest. Com- 
missioner disallowed deduction. 


HELD: For Commissioner. Powers 
that wife had over residuary estate were 
administrative. Such powers do not con- 
stitute general power of appointment re- 
quired to qualify interest for marital 
deduction. At best, it was special or 
limited power to take and use property 
for her support and maintenance, if 
needed, with remainder over to designa- 
ted beneficiaries. W. F. Cass, Exr. v. 
Tomlinson, D.C.S.D. Fla., Apr. 5, 1957. 


Trust corpus. includible in_ estate 
where grantor reserved right to change 
remainder beneficiaries. Grantor of trust 
reserved right to change remainder 
beneficiaries. In addition, trust contain- 
ed provision that no modification by 
grantor could diminish rights of income 
beneficiary. Commissioner included trust 
corpus in grantor’s estate as transfer to 
take effect at death. Taxpayer argued 
that estate tax on corpus would diminish 
rights of income beneficiary, which was 
contrary to trust provision that no mod- 
ification by grantor could diminish such 
rights. District Court held for Commis- 
sioner. 


HELD: District Court affirmed. Right 
to change remainder beneficiaries consti- 
tutes power to alter, amend or revoke 





Can You Use 
$756 to $4,725? 


. additional from your present income 
towards your child’s college education?—or 
8% to 185% more income for support of 
parents?—-Capital savings of $31,500 to 
$187,670? 


Some extraordinary ideas to boost income 
and multiply your capital have just been 
cutlined in a tremendously valuable study 
just released by the publishers of the 
famous J. K. Lasser Tax Report... . 


How Trusts Save You 
Income, Estate & Gift Taxes 


This confidential 32-page study is a start- 
ling eye opener. Now that the Treasury has 
greatly liberalized rules covering trusts, 
you'll be amazed at how much money these 
ideas can save you. One plan shows tax sav- 
ings of $4,000 a year—adding up to a 
$40,000 nest egg in ten years. Others show 
how to build a fund for children; help a 
parent or relative; help a favorite charity; 
provide for retirement; cut taxable estate in 
half, and many more. 


Although this money-making bulletin 
was prepared for the private use of the 
Executive Tax Group, its importance is so 
great that a limited number of copies are 
being made available at purely nominal 
cost. Send only $2.00 to Business Reports 
Inc., Dept. TE-1, Larchmont, N. Y. If you 
don’t find that this report can save you 
many thousands of dollars, you are free to 
return it within 2 weeks for full refund. 
— risk nothing—send for your copy to- 
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trust within purview of section taxing 
transfers intended to take effect at death. 
As to diminishing of income beneficiary’s 
rights, Court stated that tax is upon 
transfer of trust corpus, and it does not 
constitute invasion of beneficiary’s rights 
in his individual capacity. C. S. Bailey, 
Exr. v. Ratterre, 2nd Cir., May 5, 1957. 


Deduction for claims against estate 
for amounts received from another es- 
tate. Decedent was executrix of her de- 
ceased husband’s estate. Under terms of 
his will, she was to receive entire estate, 
provided she survived distribution of his 
estate. Otherwise, estate was to be di- 
vided among his children. During her 
lifetime, executrix distributed to herself 
some $100,000, although no formal de- 
cree of distribution was obtained. She 
could have, however, obtained, during 
her lifetime, formal decree covering 
property in question. Upon her death, 
executor of her estate claimed amounts 
withdrawn by her constituted deductions 
from her estate, as claims against estate. 
Commissioner disallowed deduction. 


HELD: For Commissioner. With- 
drawal of funds by executrix was lawful 
and did not constitute breach of fiduci- 
ary duty creating enforceable claim 
against her estate. Executrix is protect- 
ed, provided she pays right persons their 
proper shares, whether done with or 
without court sanction. Thus, there is 
no basis for enforcing claim against her 
estate. P. S. Howells, Exr. v. Fox, D.C. 
Utah, Apr. 16, 1957. 


INCOME TAX 


Stockholders chargeable with income 
for insurance premiums paid by corpora- 
tion on their lives. Corporation paid in- 
surance premiums on lives of two prin- 
cipal stockholders. Premiums were 
charged to surplus on corporate books. 
Each of stockholders was beneficiary on 
other’s life, and in several of policies 
had exclusive right to change beneficiary. 
Pursuant to agreement between stock- 
holders, proceeds of policies were to be 
used by corporation to pay for decedent’s 
interest upon death. Commissioner 








charged each stockholder with income in 
amount of premiums paid. 

HELD: For Commissioner. By virtue 
of arrangement between stockholders, 
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AUTHOR’S Note: By treating the insurance pre- 
miums as additional compensation to the two 
principal stockholders, instead of taking them 
from corporate surplus, subject to the over- 
all compensation to them being “reasonable,” 
the corporation could have deducted such pre- 
miums. 


From an estate tax viewpoint, it can be 
added that by virtue of the possession of the 
legal incidents of ownership the proceeds 
could also be held to be includible in the 
decedent’s gross estate upon death. 


Income taxable to partner in year of 
death where partnership § agreement 
terminates partnership. Partnership had 
fiscal year ended January 31. Partners 
filed returns on calendar year basis. 
Partnership agreement provided that 
upon death of partner, estate had no 
right to share in any further current 
year profits beyond stipulated salary due 
decedent up to time of death. Partner 
died in November, 1947, and salary paid 
or due him at that time of $20,700 was 
not reported in his 1947 return. Estate 
reported amount as 1948 income, con- 
tending partnership fiscal year continued 
to January 31, 1948. Commissioner in- 
cluded disputed amount in 1947 income, 
together with partner’s distributive 
share of income as of January 31, 1947. 


HELD: For Commissioner. Under 
agreement, partnership terminated as of 
date of death of partner. As far as pal- 
ticipation in income is concerned, it 
ceased to exist as of that time. Partner 
or estate could no longer share in profits 
or losses. Income, being distributable to 


Emp 
Subseq 
in wh 
owned 
withou 
to pay 
past s 
did not 
tion, b 
erating 
fixed p 
agreem 
its exec 
fits. W 
in her 
Claim 
allowec 


HEL 
whethe 
come d 
















— 





DENVILLE 


Member Federal Reserve System 





$72 Million in Trust Assets 


. . . large enough for specialized services. 


ail 
Morristown Trust 
ompany 


GEORGE MUNSICK - presipENT 
MORRISTOWN 


Member Federal Deposit Insurance Corp- 





BA 


... small enough for individual attention. 





MORRIS PLAINS 





247 








622 










Trusts AND Estates 





e in 


rtue 
lers, 
eive 
ivor, 
tion- 
, he 
d as 
life, 
s of 
e of 
nsti- 
aries 
lo. 4, 


> pre 
ie two 
- them 

over- 
1able,” 
h pre- 


an be 
of the 
“oceeds 
in the 


ar of 
>ment 
» had 
rtners 
basis. 

that 
ad no 
irrent 
“y due 
artner 
y paid 
Q was 
Estate 
, con- 
tinued 
er in- 
ncome, 
ibutive 
, 1947. 


Under 
i as of 
AS pal- 
ed, it 
-artner 
profits 
able to 


——— 


Ss 


on. 


NS 
Corp. 








partner in year of death, is taxable to 
him in such year. F. H. Knipp, Exr. v. 
Comm., 4th Cir., Apr. 10, 1957. 


Decedent’s renewal commissions tax- 
able as ordinary income to beneficiary. 
At time of his death, decedent had right 
to receive certain insurance renewal 
commissions which had been earned on 
insurance already written. In addition, 
renewal commissions were due him on 
insurance written by another insurance 
agent pursuant to contractual arrange- 
ment. Commissioner charged taxpayer, 
deeedent’s widow and sole beneficiary, 
with ordinary income as commissions 
were paid. She, in turn, contended that 
such amounts were not taxable until 
such time as she received fair market 
value of total renewal commissions as 
of decedent’s death. 


HELD: For Commissioner. Taxpayer 
received from husband’s estate right to 
income. Commissions represented income 
with respect of decedent under Section 
126 of 19389 Code (Section 691(a) of 
1954 Code), and pursuant to such sec- 
tion are to be treated as if they had 
been acquired by recipient in transac- 
tion by which decedent acquired such 
right. Latendresse v. Comm., 7th Cir., 
Apr. 30, 1957. 


Employee’s death benefit held gift. 
Subsequent to decedent’s death, company 
in which he, together with his wife, 
owned majority of stock voluntarily and 
without contractual obligation resolved 
to pay widow $30,000 in gratitude for 
past services of husband. Corporation 
did not classify payments as compensa- 
tion, but did claim them as current op- 
erating expenses. There had been no 
fixed plan or policy, custom, contract or 
agreement between company and any of 
its executives with respect to death bene- 
fits. Widow reported payment as income 
inher individual return. She later filed 
‘aim for refund of tax which was dis- 
allowed by Commissioner. 


HELD: For taxpayer. Question of 
whether payment was gift or taxable in- 
tome depends upon intention of parties. 


Payment intended as gift will be treated 
as gift even though it may have been 
inspired by gratitude for past services. 
Here, payment was intended as gift 
and not compensation for services ren- 
dered, either by widow or her deceased 
husband. Bankston v. U.S., D.C.W.D 
Tenn., Mar. 29, 1957. 


Ar &: A 
Will Drafting Contest Winners 


Winners in the first annual will-draft- 
ing contest sponsored by the Security 
National Bank Savings and Trust Co. of 
St. Louis for senior and junior law stu- 
dents of Saint Louis University and 
Washington University, were announced 
last month at a dinner in the University 
Club. 


First and second prizes of $75 and 
$25 were awarded to students in each 
school: George Meisel and Hillary Hal- 
lett, at Saint Louis U., and Miss Billie 
Bethal and John Bauman at Washing- 
ton U. 


The judges consisted of two St. Louis 
attorneys, David Y. Campbell and Ed- 
ward L. Wiese, and Wesley L. Johnson, 
vice president and trust officer of the 
bank. Deans and assistant deans of both 
Law Schools were present at the dinner. 


A A A 


Bank Hosts 750 Lawyers 


Marine Trust Co. of Western New 
York was host to over 750 lawyers from 
Buffalo and suburban areas at its Sixth 
Annual Lawyers Meeting at Hotel Stat- 
ler on May 10. W. Gibbs McKenney, 
Baltimore attorney, spoke on “Estate 
Planning for Husbands and Wives.” 
Marine Trust’s President Francis A. 
Smith told the group that their many 
complimentary remarks about’ these 
meetings has encouraged bank manage- 
ment to engage outstanding members of 
the legal profession to speak on subjects 
of interest and benefit to them. 


Preceding the meeting, the president 
and directors of the Erie County Bar 
Association and the president of the 
New York State Bar Association were 
guests of the Bank at a luncheon. 
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Sponsors Will Drafting 
Contest 


The Trust Department of Merchants 
National Bank & Trust Co., Indianapolis, 
will sponsor a Will Drafting Contest on 
an annual basis at the Indiana Uni- 
versity School of Law, Indianapolis Di- 
vision. The Trust Department and Vean 
Henry B. Witham have worked jointly 
in developing the rules and procedures 
to be followed in the contest, the first 
of which will be in conjunction with the 
summer session this year. 


A set of hypothetical facts will be 
furnished from which each contestant 
is to draft a will. Three best entries will 
be awarded cash prizes up to $100 at 
a banquet at which all contestants and 
the Law School faculty will be guests 
of the Bank. Judges will be three or 
more members of the Law School faculty 
to be nominated by the Dean. 


President Otto N. Frenzel expressed 
the hope that “this contest will stimulate 
and develop the skills of legal draft- 
manship for wills and trusts and enable 
these young lawyers to ultimately handle 
estate problems of their clients with 
greater ease.” 


De Bra 
@® The value of George Bernard Shaw’s 
estate has increased again with the dis- 
covery of 28 bound printer’s proofs of 
Shaw’s works with marginal corrections 
and caustic instructions to the printer. 
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Books 


Federal Income Gift and Estate Tax- 

_ation 

RABKIN AND JOHNSON. Matthew Bender 

& Co., Albany 1, N. Y. 4 Vols. 6,500 pp. $75 

(including monthly service for one year). 

In 1942 Jacob Rabkin and Mark John- 
son offered to the world of tax planners 
a new idea in legal treatises. Fifteen 
years later, in double the number of vol- 
umes, their treatment is still novel and 
fresh, thanks to revisions and monthly 
supplementation. The oustanding feature 
of their work is its organization by sub- 
ject matter with all of the relevant tax 
consequences discussed in one place. For 
example, in dealing with the creation of 
a trust, the user will find the income, 
estate and gift tax considerations juxta- 
posed. 

Another valuable aspect of this ser- 
vice (the latter word is used in its truest 
sense) is identification of cases as to 
which of the Codes — 1939 and 1954 — 
they are valid under. In addition to keep- 
ing the set up-to-date through monthly 
reports, the authors provide a monthly 
commentary on recent developments. 
Completing the general utility of the 
material is the Code volume which in- 
cludes pertinent Committee Reports. 


How to Handle Taxes in a Law Prac- 
tice 
WILLIAM J. CASEY. Institute for Business 
Planning, Inc., 2 W. 30th St., New York. 
230 pp. $12.50. 
After examining this latest of the well 
known author’s contributions to the liter- 


ature in the field of estate and tax plan- 
ning, the reviewer can do no better than 
quote from Mr. Casey’s prefatory note 
to describe the purpose and contents of 
this monograph: 

“. . . giving the practicing lawyer a 
checklist which will alert him to the 
tax implications in matters which come 
into his office . . . as ordinary business 
and family matters rather than as tax 
matters . The author devote(s) a 
chapter to each of 29 ordinary transac- 
tions such as organizing a corporation, 
drafting partnership agreements, 
drawing a will, setting up a trust, pro- 
bating an estate. The tax possibilities in 
each type of transaction are checklisted 
with citations of law, regulations and 
CREPES... 


For the practitioner who is something 
less than expert in tax matters, this man- 
ual should be a useful guide. 


Tax Planning under the New Regu- 
lations 


The Journal of Taxation, 147 E. 50th St., 
York 22. 194 pp. $4.95. 


New 


Among the 14 chapters by that many 
authors, the following are pertinent to 
this audience: “Current Techniques for 
Using Trusts in Tax Planning,” by Don 
H. McLucas; “Use of Life Insurance and 
Annuities in Estate Planning,” by Troy 
N. Whitehurst; “Taxation of Compensa- 
tion Plans,’ by William T. Harrison; 
and “Application of the New Partnership 
Regulations.” The papers were original- 
ly presented last Fall at the Third An- 
nual Institute on Taxation held by the 
Texas Society of CPAs. 


ARTICLES 


Medication as a Threat to Testa- 
mentary Capacity 





In Rhode Island 
Umerieas Second Oldest Bank 


is the 
Largest Financial Institution 


Whatever your banking require- 
ments, Industrial National is well 
able to serve you efficiently. 
Complete Commercial, Trust, and 
Foreign Banking. Your inquiries 
are solicited. 


Industrial 


NATIONAL BANK 
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DAVID J. SHARPE, North Carolina Law Re. 

view, April 1957 (Chapel Hill; $1.25). 

With the increasing use of trap. 
quilizers and other drugs for therapeutic 
as well as pain-relieving purposes, this 
discussion of the mental side-effects of 
such use and their relationship to testa. 
mentary capacity is particularly timely, 
To minimize the potentiality of invalid. 
ity, the author considers the possibility 
of temporary cessation or reduction of 
medication at the time of will execution, 
and preparation of something less than 
an ideal document to make it in keeping 
with the capacity of the testator to com. 
prehend it. He concludes that even if the 
the attorney has only a doubt as to his 
client’s mental capacity, he should never. 
theless prepare a will for him. 


Stock Redemptions under Section 302 
of 1954 Code 


MAXWELL H. RASMAN. Taxes, 
(4025 W. Peterson Ave., 


May 1957 
Chicago 30; 75c) 

This discussion points out the threat 
to business buy-and-sell agreements by 
the constructive ownership rule on stock 
redemptions. While there are four sitv- 
ations under Section 302 in which capital 
gain treatment is applicable rather than 
a distribution essentially equivalent to a 
dividend subject to income tax, Section 
318’s_ constructive ownership doctrine 
may have an adverse bearing. Sugges- 
tions for avoiding these consequences are 
advanced by the author. 


Validity of Depreciation Reserves for 
Improved Trust Real Estate 


ROSS KIPKA. Michigan Law Review, April 
1957 (Ann Arbor; $1.50). 
This comment examines the reasons 


for judicial reluctance to apply accepted 
accounting principles of depreciation of 
physical asset to improved real estate 
held in trust. Recognizing that the 
familiar search for testamentary intent 
does not necessarily lead to a true re 
sult, the writer suggests statutory av- 
thorization of depreciation reserves, as 
has been done in Florida, and pending 
that, careful draftsmanship after asce?- 
taining the client’s desires on the ques 
tion. 


A A A 


How Trusts SAVE TAXES 
Stated to be the only current study 
based upon the final income tax Regv- 
lations, a 32-page monograph entitled 


“How Trusts Can Save You Income, 
Estate & Gift Taxes”’* has been pre 
pared by the editors of the J. K. Lasse! 


Tax Report. In non-legal language it 
shows how an individual with income 
of $10,000 or more can save taxés 
through short-term trusts, irrevocable 
trusts and testamentary trusts. Tables 
copiously illustrate the indicated reduc 
tions. 

*Business Reports Incorporated, 2 East Av& 


Larchmont, N. Y. $2.00 
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‘STATES 


JACK COHN, co-founder and executive 
vice president of Columbia Pictures 
Corp., gave $5,000 to the Foundation of 
Motion Picture Pioneers. One-half of the 
residue of the estate, undiminished by 
taxes, is placed in a marital trust to pay 
Mrs. Cohn the income, as defined by trust 
law and including such other amounts 
as to make the expression “all the in- 
come” conform with the marital deduc- 
tion requirements of the Internal Rev- 
enue Code. If income is less than $52,000 
annually, the difference is to be made 


up out of principal. The trustees — a 
brother, a son and Chase Manhattan 
Bank, also named as executors — are 


directed to pay Mrs. Cohn in addition 
a sum equal to the tax computed on the 
income received under the will during 
the prior calendar year as if that were 
her entire income. Principal will pass 
at her death as she may appoint by deed 
or will. 

From the residual trust, the trustees 
are to apply so much or all of the income 
for Mrs. Cohn as they may determine. 
Balance of the income is to be used in 
their discretion for one or more or all 
of the members of a class composed of 
Mr. Cohn’s descendants and_ their 
spouses. On Mrs. Cohn’s death, the fund 
is to go to two children outright and the 
children of a deceased child in trust. 
Income is to be accumulated until age 21, 
and principal distributed at ages 30, 35 
and 40. 


In directing that his stock in Columbia 
Pictures be voted in accordance with 
written directions of his sons, the testa- 
tor expressed the desire — not binding 
— that it be preserved for the ultimate 
benefit of his family. 


THomas L. SMITH, former president 
and chairman of the board of Standard 
Brands, Inc., bequeathed his personal ef- 
fects and household furnishings to his 
children in accordance with instructions 
found with his will. Mementos for three 
sisters are to be selected by the executor, 
First National Bank and Trust Co. of 
Summit, N. J., with the advice of a 
daughter, The residue of the estate, af- 
ter $1,000 legacies to two employees, is 
to be divided into four equal parts, the 
fxecutor being authorized to determine 
the net value of the estate as of the 
date of distribution, such date likewise 
to be fixed by the executor. Then the 
&Xeeutor is to determine the value of 
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a trust created with the bank in 1950 
for a son and deduct such value from 
a one-fourth share, the remaining amount 
to be placed in trust for that son. The 
bank, which is also named as _ testa- 
mentary trustee, is authorized to use 
principal if the combined income from 
the trusts does not equal a stated amount. 
The remaining three-fourths, together 
with the amount deducted from the afore- 
mentioned fourth, goes equally to an- 
other son and two daughters. 


Other Appointments: 

Foster B. PARRIOTT, chairman of ex- 
ecutive committee, Sunray Mid-Continent 
Oil Co.: First National Bank & Trust 
Co., Tulsa, co-executor. 

CHARLES W. Gross, former president 
of Hartford County Bar Association: 
Hartford National Bank & Trust Co., 
co-trustee. 

GUSTAVE C. KUEMMERLE, furniture 
manufacturer: First Pennsylvania Bank- 
ing and Trust Co., executor (bequest 
estimated at over $3,500,000 to Uni- 
versity of Pennsylvania is largest gift 
from an individual in the history of the 
217-year-old institution). 

A A A 
Will Individuality Over- 
Emphasized 


The supposed individual character of 
each man’s will and trust may be over- 
emphasized at the cost of trouble later 
on for the trust officer, and perhaps for 
the beneficiaries, too. In the belief that 
trustmen too readily agree when testa- 
tors or grantors introduce peculiar in- 
vestment restrictions or objectives, an 
anonymous trustman presents in the 
April FPRA Bulletin the approach his 
department has used successfully. It 
hinges on a Form — a diagrammatic 
way of presenting what is to happen to 
which parts of the estate for the benefit 
of whom. Basically it consists of a re- 
vocable trust, splitting later into a mari- 
tal deduction trust and a residuary trust. 

The form is first submitted to the 
attorney for the estate. It can be useful 
to him, to the bank’s trust department, 
and to the clients, who can see by the 
diagram — with fifteen minutes ex- 
planation — what would otherwise take 
a long time to explain. 
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Model Fiduciaries’ Securities 
Transfer Act Urged at Regional 
Bar Meeting 


At the Regional Meeting of the 
American Bar Association in Denver, 
the Section of Real Property, Probate 
and Trust Law presented a diversified 
program on the afternoon of May 10. 
With Section Vice Chairman Joseph 
Trachtman of New York presiding, a 
capacity audience exceeding 175 heard 
local attorney Golding Fairfield discuss 
the subject “Title to Abandoned Railroad 
Rights of Way.” He pointed out there 
has been a split in the decisions as to 
whether a conveyance of a right of way 
to a railroad creates a fee simple or 
merely an easement, so that on abandon- 
ment of the road the title reverts to the 
grantor. Citing statutes in a number of 
states designed to clarify this question, 
Mr. Fairfield recommended unambigu- 
ous declaration of intention in the draft- 
ing of future deeds. 


Professor Alfred F. Conard of the 
University of Michigan Law School re- 
viewed the efforts of the Section’s Com- 
mittee on Simplification of Security 
Transfers by Fiduciaries, of which he is 
chairman. The Committee’s Model Act 
is being sponsored in a number of juris- 
dictions. Professor Conard also remark- 
ed that the subject is being considered 
by the National Conference of Com- 
missioners on Uniform State Laws. 


The final paper was a comprehensive 
review of basic estate planning tech- 
niques by Francis P. McGuire, associate 
counsel of Connecticut General Life In- 
surance Co. Emphasizing the importance 
of obtaining a complete inventory of 
the client’s estate preliminary to drafting 
the necessary documents, Mr. McGuire 
outlined the various methods of testa- 
mentary and inter vivos disposition. He 
paid particular attention to the marital 
deduction and other sound tax saving 
mechanisms and the desirability of suit- 
able arrangements for business interests. 


& 6 A 
Fiduciary Fees Compiled 


A state-by-state compilation of fees 
for executors, administrators and testa- 
mentary trustees has been published by 
Probate Attorneys Association (Inter- 
national). Prepared by John G. Clock of 
Long Beach, Cal., the survey is based 
upon opinions from trust companies and 
members of the Association in all 48 
states and Alaska. Copies of the study 
are obtainable without charge from the 
Association at 11018 West Pico Boule- 
vard, Los Angeles 64, Cal. 
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Thirty-one seniors in the estate-planning class at the University of Kansas Law School, ate 
Lawrence, visited the Trust Department of City National Bank & Trust Co., Kansas City, ' 
Mo., on May 15, accompanied by three of the Law School faculty. The day’s program, which the w 
has become almost an official part of the curriculum, included lectures on trust department § note. 
organization, employee benefit plans, investments, insurance in estate planning, and drafting § for r« 
of wills, winding up with a discussion of the class’ estate-planning problem. The visitors  ¢ainox 


were taken on a tour of the trust department’s new quarters and were guests at lunch. 

Shown here are the seminar faculty with some of the guests: (Back row, left to right), HE 
Trust Officer Edward V. Geary; Professor James J. Lenoir of the K.U. Law School; first 
Charles King, general agent, Mutual Benefit Life Insurance Co.; Assistant Trust Officer 
Frederick R. Freeman; Trust Officer H. L. Miller; and Attorney Tom H. Parrish. (Front 
row), John J. Jurcyk, editor of the Kansas Law Review; Professor William R. Scott of bar 


on pr 








Kansas University; Professor M. Carl Slough, new dean of the K. U. Law School; Charles tween 
G. Young, Jr., senior vice president and head of City National’s Trust Department; James B the 1 
Fellenstein, associated with Mr. King’s insurance agency. than 
an ac 
INSURANCE DURING INFLATION Returning to my main theme of sell- B tiable 
(Continued from page 547) ing insurance during inflation, | would § same, 
position to demonstrate that they are Offer no clichés, no sales gimmicks, no F the | 
any more to be relied upon than their tricky calculations. Instead, I would moda 
competitors of the 1950s. offer only the demanding and unpopular = 
And now there is the “variable an- task of going back to the fundamental = 
nuity”; what a contradiction in terms! truths of the great institution of life — Dist 
You put your money into a contract for insurance. You will find that often you Cl 
which you receive units in an equity will walk alone—but I firmly believe to 
investment fund. The units will fluctuate that the future economic welfare of the 
in value with the market. At maturity people will depend in large measure 4 
you then receive the value of a certain upon the success that attends your r 
number of units each year till death. efforts. ™ ‘a 
Your income each year will be up or A A A Nig 
down according to the market value of Connecticut Trust Workshop in 
the units. The annual Trust Conference and § tion” 
This again represents another surren- Workshop of the Connecticut Bankers — ®” a1 
der by life companies to the philosophy Association was held in Cheshire on ter ‘ 
that inflation is inevitable. It constitutes May 22. Group discussions centered — 
a frank admission that all the other pol- around the subjects of Investments and ox 
icyholders who buy savings contracts Administration of a Trust Department. § iy. 
are likely to get hurt by inflation. By The afternoon session featured an ap § triby 
selling variable annuities, insurance praisal of the Steel Industry by Lyman § the « 
companies will thereby encourage people S. Logan, senior research analyst of § by h 
to pour more dollars into equity invest- Clark, Dodge & Co., New York. A tech: B &ver 
ment, which will simply pour increas- nical film—the story of “Steel”—was a” 
ing fuel on the fires of inflation and shown. aa 
accentuate the very situation the device At the annual meeting of the Associa B yt), 
is designed to hedge against. In the tion, Walter J. Van Lenten, vice presi J prop 
economic scheme of things there may dent and trust officer of Danbury Na § a st 
be a place for the so-called variable an- tional Bank, was elected vice president § been 
nuity, but not in liife insurance. for the Trust Division. her 
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CLAIMS — Wife as Accommodation 
Maker on Husband’s Note Entitled 
to Reimbursement Out of Estate 


Tennessee—Supreme Court 
In re Estate of Templeton, 300 S.W. 2d 613. 


The deceased husband and his wife 
executed a note secured by real estate 
owned by them as tenants by the en- 
tirety. The wife signed the note solely 
for the purpose of lending her name to 
her husband, who received all of the pro- 
ceeds of the loan. Upon his death, his 
estate was substantially insolvent and 
the wife was compelled to pay all of the 
note. She filed a claim against the estate 
for reimbursement. The trial court sus- 
tained the claim. 


HELD: Affirmed. This is a case of 
frst impression in Tennessee. However, 
on principle there would seem to be no 
bar to recovery. The relationship be- 
tween the husband and wife insofar as 
the note was concerned was no more 
than that of principal and surety. When 
an accommodation maker upon a nego- 
tiable instrument is compelled to pay the 
same, he is entitled to indemnity from 
the principal, since the party accom- 
modated impliedly agrees to have the 
endorser harmless from all consequences 
of non-payment. 


DISTRIBUTION Beneficiary with 
Claim Against Estate Not Required 
to Elect 

Kentucky—Court of Appeals 
300 S.W. 


Louisville Trust Co. v. 


2d 41. 


Davidson, 


Testatrix, after providing for specific 
bequests, one of which was to her daugh- 
ter, bequeathed “all the rest and residue 
of my estate of every kind and descrip- 
tion” to the trustee, directing that (1) 
an annuity be paid monthly to the daugh- 
ter “out of the income and, if neces- 
sary, the principal,’ (2) the daughter’s 
two living children receive $5,000 when 
each reached the age of 24, and (3) the 
trust be terminated and the corpus dis- 
tributed to the daughter’s children at 
the daughter’s death or the attainment 
by her children of a certain age, which- 
ever jast occurred. 

After the testatrix’ death, it was dis- 
covered that her husband had devised 
and bequeathed to the testatrix for life, 
With }emainder to the daughter, certain 
Property, consisting in part of land and 
a stock certificate, which property had 

en disposed of by the testatrix during 
her life, and the proceeds, no part of 
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which were traceable, commingled with, 
and treated as, her own property. The 
daughter brought this action to recover 
the value of her remainder interest from 
the testatrix’ estate, and the question 
presented was whether the daughter was 
required to elect between her right to re- 
cover in the action and her right to the 
specific bequest and annuity under the 
testatrix’ will. If no election was re- 
quired, the residuary trust fund would 
be depleted by almost one-half its value, 
and encroachments made necessary by 
reason of reduced income would exhaust 
the fund before the daughter’s life ex- 
pectancy had been reached. 


HELD: A testator is presumed only to 
devise his own property and an election 
is required only where there has been 
manifested an unmistakable intention to 
dispose of a donee’s property. The daugh- 
ter was not deprived of her remainder 
interest and she was not required to 
make an election because the testatrix 
had failed to specifically describe the 
property in which the daughter held a 
remainder interest. 


The Court rejected the trustee’s con- 
tention that (1) the rule requiring that 
the property, the disposition of which re- 
quires an election, be specifically de- 
scribed was inapplicable because in this 
case the property had long since ceased 
to exist; (2) an election was required 
because the testatrix intended to dispose 
of all her property — irrespective of 
whether any of it represented reinvest- 
ment of the proceeds of property received 
from the husband’s estate — and (3) the 
circumstances demonstrated that the 


testatrix foresaw no assertion by the 
daughter of a claim to the value of the 
remainder interest. 


DISTRIBUTION — Direction to Pay 
Proceeds Out of Sale of Property 


Oregon—Supreme Court 
In re Boice’s Estate, 307 P. 2d 324. 


Will executed in 1949 devised $2,000 
each to testator’s stepson George and 
stepdaughter Edith, provided that each 
of the bequests should be paid out of 
the sale of certain real property. Prop- 
erty had been owned by testator’s wife 
and her deceased former husband as 
tenants by the entirety. After her mar- 
riage to testator, title to the property 
was transferred by various conveyances 
to themselves as tenants by the entirety. 
The wife died in 1943 and thereafter 
testator claimed to be th> owner of both 
tracts of property as the surviving ten- 
ant by the entirety. He believed that he 
was making the bequests of $2,000 to 
his two stepchildren to fairly cover what- 
ever interest they might have in the 
property because of the former owner- 
ship by their mother. 

A suit was commenced by George and 
Edith to impress a trust upon both tracts 
of real property. The Supreme Court, in 
Dahihammer and Roelfs v. Schneider, 
197 Ore. 478, 252 P. 2d 807, held that 
George had no interest in either tract 
but that Edith was the owner of an un- 
divided one-half interest in Tract No. 1. 
That case was on appeal in the Supreme 
Court at the time of the testator’s death. 

In the present case an effort was made 
to have the court determine that the 
bequest to Edith had lapsed by reason 
of the fact that testator did not own the 
entire title, but owned the lesser interest 
therein. 


HELD: The bequest to the stepdaugh- 
ter did not lapse. The direction in the 
will to the effect that the legacy was to 
be paid out of the sale of the property 
only indicates the primary source of 
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payment and at most makes the bequest 
demonstrative rather than general. At 
the time of his death testator still owned 
an undivided one-half interest in Tract 
No. 1 and all of Tract No. 2 which was 
more than sufficient to pay the legacies 
to the stepchildren. 


DISTRIBUTION — Debt of Predeceased 
Heir Chargeable Against Share 
Passing to Representatives 


Kansas—Supreme Court 
Meenen v. Meenen, 180 Kansas 779. 


Plaintiff filed an action for partition 
setting forth that he was the owner of a 
3/15 interest in land by inheritance from 
his grandmother. Plaintiff’s predeceased 
father owed $8,500 to plaintiff’s grand- 
mother at the time of his death which 
was prior to her death. The appellant 
contended that where the heir inherits 
directly from a remote ancestor and not 
through the immediate ancestor, the debt 
is not chargeable against his share. 


HELD: Affirmed. It does not make 
much difference whether the appellant in- 
herited through the father or directly 
and immediately from his grandmother. 
In either event, equity should require 
that the debt be taken out of his share. 
To hold otherwise would place him in a 
better position than his father would 
have been had he survived his mother. 
Under G.S. 1935, 22-118, appellant got 
the share to which his father “would 
have been entitled had he been living.” 


NOTE: Section G.S. 1949, 59-510 
added this sentence: If such person re- 
ceiving advancement dies before the de- 
cedent, leaving hiers who take from the 
decedent, the advancement shall be al- 
lowed in like manner as if it had been 
made directly to them. 


Joint TENANCY — Lien For Old Age 
Assistance Lost on Death of Re- 
cipient Before Other Joint Tenant 


Massachusetts—Supreme Judicial Court 


Weaver v. New Bedford, 1957 A.S. 491; 
Henderson v. Yarmouth, 1957 A.S. 495, both 
decided April 4, 1957. 


In each case real estate was held by 
two persons as joint tenants, one of 
whom was a recipient of Old Age As- 


sistance. In each case the City or Town 
had duly recorded a lien on the real 
estate. In each case the recipient of Old 
Age Assistance died and the question 
was whether the land, now owned by the 
surviving joint tenant, was subject to the 
lien. 


HELD: The land was not subject to 
the lien. 


JoInT TENANCY — Surviving Coten- 
ant Entitled to Reimbursement for 
Real Estate Taxes 


New York—Surrogate’s Court, New York Co. 
Matter of Gilbert, N.Y.L.J., April 29, 1957. 


Testator and his wife owned Rhode 
Island real property as tenants by the 
entirety. Real estate taxes which accrued 
during testator’s life were paid by the 
widow after testator’s death. The special 
guardian objected to the executors re- 
imbursing the widow, arguing that the 
matter was governed by Section 250 of 
the Real Property Law, which requires 
a distributee or devisee to pay accrued 
taxes and other charges against real 
property without resorting to the execu- 
tor or administrator, unless the will 
otherwise directs. 


HELD: It was testator’s marital duty 
to pay the accrued taxes. Section 250 
deals only with real property which 
passes by descent or devise and does not 
apply here where the property devolved 
upon the widow by operation of law. By 
discharging the obligation for taxes 
owed by the estate, the widow became 
entitled to reimbursement. 


JURISDICTION — Determination of 
Heirship Not Proper In Claim Pro- 
ceeding 


Minnesota—Supreme Court 
In re Iverson’s Appeal, 81 N.W. 2d 701. 


Appellant filed a claim in probate 
court against decedent’s estate, asking 
the court to find that he was decedent’s 
adopted son and sole heir of her estate, 
or, at least, that he was entitled to 
$10,000 from her estate by virtue of an 
alleged agreement made by her in con- 
sideration of her husband’s forbearance 
from making a will before his death pro- 
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viding an equivalent legacy for appel- 
lant. The probate court disallowed the 
$10,000 claim and ignored the request 
for determination of heirship. The dis- 
trict court, on appeal, affirmed the pro- 
bate court order and refused to deter- 
mine heirship. 


HELD: Affirmed. 


(1) The trial court did not commit 
reversible error in affirming the disal- 
lowance of the claim. 

(2) The claim procedure established 
by the probate statutes applies to de- 
mands of a pecuniary nature which 
could have been enforced during the 
decedent’s lifetime and does not apply 
to claims for legacies or distributive 
shares of an estate. The issue of heirship 
was not properly before the _ probate 
court, and, since the probate courts have 
constitutional original jurisdiction in 
such matters, the district court had no 
jurisdiction to make a determination in 
the absence of a determination by the 
probate court. 


LIFE TENANT & REMAINDERMAN — 
Propriety of Depreciation Reserve 
—Allocation of Losses Incurred in 
Business 


United States—Court of Appeals, 8*h Cir. 
Raffety v. Parker, 241 F. 2d 594, 


Settlor had acquired a large planta- 
tion, cotton gins, a general store, and 
other properties which he operated as 
an integrated business. He was married 
but had no children. His two nephews 
worked with him in his enterprises. 


Settlor executed an inter vivos trust, 
in which his wife joined, whereby one of 
the nephews was named trustee and 
given the power and authority to con- 
tinue the integrated business. 


The trust was to continue during the 
life of settlor’s wife, during which time 
she was to receive 50% of the net in- 
come, the trustee was to receive 20%, 
the other nephew was to receive 10%, 
and 10% was to be accumulated. | pon 
the death of settlor’s wife, the trustee 
was to receive 60% of the remainder 
and the other nephew was to receive 4)%- 
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The trustee managed the business for 
sme 10 years prior to this suit. During 
that period the trustee did certain things 
which settlor’s widow objected to in the 
suit but had never objected to before. 
These actions are indicated in the fol- 
lowing summary of the Court of Ap- 
peals’ holdings: 


1. The trustee had properly charged 
against gross income the depreciation on 
income-producing property being worn 
out in producing income. The trust con- 
templated that the business would con- 
tinue. It provided that “the trustee is 
vested with the *** powers and discre- 
tions *** to determine in his discretion 
what is principal, gross income, or net 
income of the trust estate” and that his 
discretion shall “be absolute and uncon- 
trolled and *** conclusive on all per- 
sons interested in this trust or the trust 
estate.” Under the law of Missouri, this 
was a valid covenant and there was no 
showing that the trustee had abused his 
discretion, or had acted fraudulently, 
capriciously or arbitrarily. A _ trustee 
who is required to operate a business is 
justified in setting up an annual depre- 
ciation to cover ordinary wear-out of 
assets and in charging that depreciation 
against the gross receipts to determine 
“net income” distributable to life income 
beneficiaries. 


2. The unamortized value of destroyed 
machinery and fire damage to a tenant 
house should have been charged against 
principal. These were clearly capital as- 
sets from which the life income bene- 
fciaries could derive no benefit after 
their destruction. Charging these losses 
to income was so unrealistic as to be 
an arbitrary exercise of the trustee’s 
discretion. However, a burglary loss of 
cash, being the proceeds of sale of a 
non-capital inventory, was a risk of 
operating the store and an ordinary loss 
of the business which the trustee proper- 
ly deducted from gross income in deter- 
mining the “net income” of the business. 


3. As to $100,000 of insurance on the 
life of the trustee, paid for out of prin- 
tipal and payable to the trust, there was 
adequate equitable basis for the trial 
court’s order directing one-half of 6% 
interest on the premiums to be paid to 
the widow since the trustee was a 60% 
temainderman and the settlor’s widow 
(upon whose death the trust terminated) 
was older than the trustee and likely to 
tie before he did and thus receive no 
benefit from the insurance. The Court 
hoted, however, that in proper circum- 
‘ances a trustee operating a business 
tuld properly invest trust principal in 
insurance on his life as a “key man.” 

4. The trial court was without power 
© appoint a co-trustee — due to ab- 
‘ences of the trustee from the business 
~— where the indenture gave the power 
0 the trustee that if he “deems it to 
for the best interests of the trust 
‘state, he shall *** appoint as co-trustee 


lune 1957 





hereunder any person who he may deem 
suitable,” and where there was no evi- 
dence that the trustee had acted arbi- 
trarily or had abused his discretion in 
not appointing a co-trustee. 


Reported by Missouri editor. 


LIFE TENANT & REMAINDERMAN — 
Right to Income During Probate 
— Effect of Order Distributing Es- 
tate Without Determination as to 
Principal and Income 


California—District Court of Appeal 
Estate of Hill, 149 A.C.A. 868 (April 4, 1957). 


Ellen Hill died in 1939 leaving a will 
in which she named her husband, John, 
as executor and as trustee of a testamen- 
tary trust of which he was the income 
beneficiary during his life to the extent 
of 90%. In 1941 Ellen’s estate was dis- 
tributed to John as trustee, the court 
making no allocation of funds distribu- 
ted as between principal and income. 
John thereafter filed 13 annual accounts 
as trustee. He died in 1954. His second 
wife Jessie as his executrix filed an ac- 
counting on his behalf to the date of his 
death. In that account the probate in- 
come was allocated to the income bene- 
ficiaries. 

HELD: (reversing the lower court): 
Income during probate of Ellen’s estate 
should have gone to the income benefici- 
aries from date of death. The decree of 
distribution did not and should not de- 
termine the issue of where the income 
should go, “for the allocation is to be 
made by the trustee, not the executor, 
even though they be the same person.” 
Even though Hill, the original trustee, 
had acquiesced in considering income 
during probate as principal, that would 
not be binding on subsequent income 
beneficiaries or on the remaindermen. 
Orders settling the trustee’s accountings 
are not res adjudicata since the matter 
of allocation of income presents an issue 
between income beneficiaries and_ re- 
maindermen which is not present on the 
trustee’s accounting. 


NoTE: A query is noted as to the 
correctness of the rule last stated. The 
court’s holding on this point seems to 


raise doubts as to the finality of orders 
settling trustees’ accountings which had 
been considered as set at rest by a series 
of decisions of the Supreme Court of 
California. 


PERPETUITIES — Restriction on Right 
to Sell or Mortgage Property In- 
valid 


Kansas—Supreme Court 
In re Estate of Dees, 180 Kansas 772. 


Will devised decribed property to ap- 
pellee “in fee simple, said bequest and 
devise being subject, nevertheless to the 
provision of Item III”’ which directed that 
if appellee or his heirs “should sell or 
mortgage, or attempt to sell or mortgage, 
or otherwise convey said property, that 
their interest in said real estate shall be 
forfeited and the same shall at once re- 
vert and be distributed to my heirs at 
law then living.” 

The probate court and district court 
held that paragraph III was repugnant 
to the devise in fee simple and therefore 
unenforceable, that the reversion is void 
as in violation of the rule against per- 
petuities, and that title in the appellee is 
in an unencumbered, unrestricted com- 
plete fee simple title. 


HELD: Affirmed. The limitation is not 
only because it violates the rule against 
perpetuities, but also because of an un- 
lawful restraint on the alienation of 
property. The court has no authority 
to change the words “fee simple” to 
“life estate.” 


PowErRs — Limitations — Trustee 
Could Sell Property Without 
Notice to Beneficiaries 


Arizona—Supreme Court 
Bulla v. Valley National Bank, 308 P. 2d 932. 


Plaintiff brought suit against de- 
fendant, alleging it had sold certain air- 
plane engines held by it under a trust 
agreement at an inadequate price. The 
plaintiff also claimed that defendant had 
promised plaintiff that the engines would 
not be sold without prior notice to him 
as one of the beneficiaries of the trust, 
and alleged that the engines had been 
sold without prior notice. The plaintiff 
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also claimed that the trust agreement 
was in fact a security transaction to 
secure bank on indebtedness which it 
had against the engines and that the 
bank should therefore have given the 
statutory notice of sale under Sections 
62-527 and 62-530, A.C.A. 


The case was tried to an advisory jury 
which returned answers to interrogator- 
ies favorable to the plaintiff, but the 
lower court rejected the jury’s findings, 
made independent findings of its own, 
and entered judgment for the defendant. 


HELD: Affirmed. If a trustee acts in 
good faith, violates none of the terms 
of the trust and in disposing of the 
trust property, realizes the fair market 
value, he is not liable to the beneficiaries. 


A trustee does not have the power to 
waive a provision of the trust in which 
many beneficiaries are parties in favor 
of one of the beneficiaries. 

The finding of the trial court that 
there was no intention on the part of 
the bank as trustee to waive its right 
and obligation to use its best judgment 
in closing a deal with or without notice 
to the plaintiff and that it was not 
estopped to negotiate as it did and con- 
summate the sale is justified by the evi- 
dence. 


SPOUSE’s RIGHTS — Deposits in Joint 
Accounts Included in Survivor’s 
Separate Property in Applying 
Limit on Renunciation of Will 

Mississippi—Supreme Court 
Carter v. Evans, 94 So. 2d 237. 


T. executed a will whereby he left 
money to three beneficiaries, the balance 
of his personal property and a life 
estate in his real property to a brother 
and sister, and the remainder of his real 
estate to the living children of the 
brother and sister. T subsequently mar- 
ried. His widow, W, renounced the will 
and died five months later. Her ad- 
ministrator filed suit in the Chancery 
Court for an adjudication of the rights 
of W’s heirs in T’s estate. 

Included in the property in contro- 
versy were deposits in two banks to the 
account of “T or W,” both being joint 


These accounts 


survivorship accounts. 
were claimed by the beneficiaries of T’s 
will to be a part of T’s estate; W’s heirs 


and the administrator contended that 
these accounts were not a part of W’s 
separate estate. 


Section 668 of the Mississippi Code 
Annotated (1942) provides that a widow 
(where she is the sole surviving heir 
and the husband leaves no_ surviving 
children) upon renouncing her husband’s 
will, will be entitled to one-half of her 
husband’s real and personal estate; and 
Section 670, in effect, limits her claim, 
upon renunciation, against her husband’s 
estate to the difference between the value 
of one-half of her husband’s estate and 
the value of the widow’s separate proper- 
ty at the time of her husband’s death. 


The lower Court held that at the 
moment of T’s death the two joint bank 
accounts became the property of W and 
that these accounts should be included 
in her separate property in applying the 
renunciation formula set out in Section 
670. The Court held this, despite the ap- 
parent agreement between the parties 
that the accounts were not a part of W’s 
separate estate. 


HELD: Affirmed. 


SPOUSE’sS RIGHTs — Effect of Deed — 
Renunciation of Will Precluded 
Where Survivor’s Property Equals 
Half of Estate 


Mississippi—Supreme Court 
Myers v. Laird, 93 So. 2d 838. 


D, a widow, executed a will by which 
she devised her farm to her niece, N, 
and bequeathed all of her personal 
property to her brother, B. Later 'D' ex- 
ecuted a warranty deed which conveyed 
to N the farm but reserved a life estate 
in the grantor. The deed was delivered 
to B with the instructions that the in- 
strument should be delivered to N upon 
the death of D. 


Subsequently D married H. Litigation 
involving the validity of the delivery of 
the deed and the right of the surviving 
spouse to renounce the will resulted in 
a decree for N upholding the delivery 
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and for B entitling him to possession of 
D’s personal property. 


HELD: Affirmed. Delivery of: the deed 
operated as an effective conveyance since 
D retained no control over the instruv. 
ment. Hence the realty was not a part 
of D’s estate. 


H contended that since D’s will made 
no provisions for him, it was renounced 
by implication. The Mississippi statute 
provides that a husband can properly 
renounce his wife’s will (if there are no 
children) and receive one-half of the 
estate of the deceased wife. This statute, 
however, is qualified by another statute 
which precludes a husband from renun- 
ciation if his separate property at the 
time of his wife’s death is more than 
equal in value to what would have been 
his lawful portion of her estate. The evi- 
dence sustained the finding that H's 
separate estate exceeded one-half of D’s 
estate. 


WILLs — Construction — Effect of 
Limitations in Gift by Will on Ad- 
ditional Gift by Codicil 


Illinois—Supreme Court 
Finnerty v. Neary, 9 Ill. 2d 495. 

A will devised certain land to two 
named daughters for their lives, giving 
one of the daughters the right to dispose 
of her portion by will. The next clause 
devised to a son a one-half interest in 
sand or clay pits “that may be worked” 
on the land devised to the daughters. By 
a codicil the testator gave all the interest 
in the pits to the daughters, “share and 
share alike.” This was an action to con- 
strue the will to determine whether the 
daughter who took only a life estate in 
the land under the will took a fee in the 
sand deposits under the codicil. 

HELD: The interest devised by the 
codicil was of the same quality as that 
under the will. “A stipulation in a will 
that a legacy or devise was given in 
trust or for life has been held to attach 
to an additional or substitute legacy or 
devise under a codicil.” 


WILLs — Contractual — Evidence of 


Contract To Devise Held Insuff- 
cient 


Washington—Supreme Court 
Silhavy v. Doane, 150 Wash. Dec. 95. 


George Gormley died intestate. A few 
days later his widow, his daughter Bon- 
nie and her husband, and his daughter 
Betty consulted an attorney who advised 
them that the widow inherited one-half 
of the estate and each of the daughters 
one-fourth. They requested the attorney 
to prepare papers whereby the daughters 
would transfer their interests to the 
mother, and she would will all of her 
property to the daughters in equal 
shares. Quitclaim deeds, assignments, 
and a will in accordance with these il! 
structions were prepared and executed 


About a year later, Mrs. Gormley re 
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married, and made a new will, the same 
as the first, except that she gave her 
husband the right to live in her home 
in the event of her death. A few months 
later She decided to give the tavern 
property to Betty and her husband, who 
agreed to provide for her during her 
life. At the same time she executed a 
deed conveying two houses to Bonnie 
which Bonnie refused to accept. She exe- 
cuted a new will leaving five dollars to 
Bonnie and the remainder of her estate 
to Betty. 
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f the 
atute{™ Upon Mrs. Gormley’s death, Bonnie 
tatutefgcmmenced this action to establish an 


oral contract to devise decedent’s prop- 
ety to her daughters equally. The trial 
court held that the plaintiff failed to 
sustain the burden of proving an agree- 
ment by the mother to will the property 
to her daughters in consideration of 
their deeding their interests to her. The 
trial judge was of the opinion that every- 
thing the parties did was as consistent 


‘enun- 
at the 

than 
> been 
le eVi- 
t His 
of D’s 


ct offMwith a sincere desire on the part of the 
n Ad-Beirls to help their mother, and with her 
desire to leave everything to them be- 
cause they were her daughters, as it 
: was consistent with an agreement that, 
o twoffin consideration of the daughters’ deed- 
vivingMing their interests to her, she would 
ispose execute a will leaving all of her property 
clausef#to them in equal shares. 
est on HELD: Affirmed. Evidence to support 
rrked’ Min oral contract to devise must be con- 
rs. By clusive, definite, and beyond all legiti- 
terest ‘i 
- al mate controversy. However, a will actu- 
. ae ally executed is strong confirmatory 
proof that such an agreement was made. 
er the ce 
wD, Although another trial judge could, un- 
sa de der these facts, have found an agreement 
between the parties, it cannot be said 
~ that the evidence clearly preponderates 
: that @e2eainst the findings of the trial judge. 
a will 
wre WiLLs — Probate — Testator’s 
attach Adoption of Execution by Author 
cy orf 18 Valid 
New York—Surrogate’s Court, 
New York County 
ace Of Matter of MclInally, N. Y. L. J., May 23, 1957. 
asufhi- 
Testator died domiciled in New York. 
The propounded will was made in Scot- 
J land, was handwritten by a solicitor, 
' bore the signatures of two witnesses, but 
A few @lacked the testator’s signature, the last 
* Bon-@ Paragraph being: “Read over to and 
ighter § Signed by me for and on behalf of the 
dvised § above named Margaret McInally and by 
e-half § her authority, who declares that she is 
ohters unable to write, all in her presence and 
torney #2 the presence of the witnesses hereto 
ghters subse: ibing” — followed by the date and 
o the@ Signature “John Walsh, Solicitor, Glas- 
of her Sow.” Under Scots law only a parish 
equal § Minister could so sign a will on the testa- 
ments, °r’s behalf. 
se i HELD: Will admitted to probate. The 
cuted @ Surrogate refrained from holding that 
ey re-f™ the will could be probated on the ground 
raves JUNE 1957 


that it was executed according to the 
laws of the place of execution, but ruled 
that to determine that the will was 
executed according to New York law, 
there need not be literal compliance with 
the statutory requirement that the will 
be subscribed by the testator. The policy 
of the statute permits any method of sub- 
scription that shows the testator’s inten- 
tion to adopt it, and which is written or 
placed on the instrument by the testator 
or his authorized agent with intent to 
execute or authenticate the instrument. 
Clearly, the adoption of the signature 
was the testator’s free and voluntary act 
and the solicitor affixed his signature at 
the testator’s direction. 


WILLs — Probate — Court May Not 
Deny Will Probate Where There 
Is Evidence of Compliance With 
Formalities of Execution 


Ohio—Supreme Court 

In re Estate of Lyons, 166 Ohio St. 207, 141 

N.E. 2d 151. 

A will, entirely complete and regular 
in form, was offered to the Probate Court 
for probate. Two of the three witnesses 
testified that the will had not been exe- 
cuted in accordance with the statutory 
requirement that it “be attested and 
subscribed in the presence of (the testa- 
tor) by two or more competent witnesses, 
who saw the testator subscribe, or heard 
him acknowledge his signature.” The 
third witness testified the requirements 
had been complied with, but the Probate 
Court disbelieved him and refused to 
admit the will to probate. 


HELD: The Probate Court must admit 
a will to probate “if it appears that 
such will was attested and executed ac- 
cording to law. . .” (Section 2107.18, Re- 
vised Code). The Court is not authorized 
to determine as a fact whether such will 
has been attested and executed according 
to law, but is merely required to deter- 
mine whether there is substantial evi- 
dence tending to prove that fact, i.e., 
evidence which will enable a finding of 
that fact by reasonable minds. In acting 
as a trier of the fact at the time the 
will was offered for probate, the Probate 


Court exceeded its authority. The case 
is remanded to the Probate Court for 
further proceedings. 


WILLs — Probate — Inconsistent 
Grounds May Be Pleaded in Will 
Contest 


Washington—Supreme Court 
In re Hill’s Estate, 150 Wash. Dec. 175. 

In a petition contesting a will, peti- 
tioner pleaded (1) that the will was a 
forgery, both as to the signature of one 
of the witnesses and that of the testa- 
trix; (2) that if not a forgery, the testa- 
trix’ signature was obtained by fraud 
and undue influence; and (3) that the 
testatrix lacked the mental capacity to 
execute a will. The trial court sustained 
the petition against a demurrer, and 
motions to strike and to elect. 


HELD: Affirmed. A contestant may al- 
lege in a petition contesting a will all 
of the grounds which the intends to es- 
tablish on a trial of the issue testing the 
validity of the will, even though such 
grounds may be technically inconsistent. 
It is the policy of the court to adjudicate, 
when possible, all matters pertaining to 
a single issue in one action. By the 
terms of the will contest statute the 
validity of the will is the single issue. 
None of the grounds pleaded changed 
that issue. 


WILLs — Probate — Proof of Non- 
revocation of Lost Will 


Minnesota—Supreme Court 
In re Greenberg’s Estate, 82 N.W. 2d 239. 


This was a proceeding to have ad- 
mitted by copy as a lost or destroyed in- 
strument a will executed by decedent 
about three years before his death, which 
gave the bulk of his estate to trustees 
for the benefit of his wife and only son. 
A brother of decedent’s wife, who op- 
posed its admission, testified that he had 
seen decedent revoke this will. Three 
lawyers, who had no interest in the case, 
gave testimony contrary to the brother’s 
on the existence of the will subsequent 
to the date on which it was claimed to 
have been revoked. One testified that de- 
cedent had shown the will to him and 
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that he had read it, and the other two 
testified that decedent had, in conver- 
sations with them shortly before his 
death, referred to the will as still in 
existence. There was also evidence that 
decedent’s wife had entered six times a 
safety deposit box to which both de- 
cedent and his wife had access during his 
lifetime. 


On appeal from the district court’s 
affirmation of the admission of the will, 
the wife contended that (1) a decedent’s 
declarations are without probative force 
on the issue of nonrevocation, and (2) 
the evidence presented to prove that the 
will remained unrevoked was insufficient. 


HELD: Affirmed. 


(1) A decedent’s declarations, when 
submitted with other evidence, are rele- 
vant and competent on the issue of non- 
revocation. 


(2) Minnesota law requires that a 
proponent of a lost or destroyed will sus- 
tain the burden of proving that the will 
remained unrevoked. The trial court was 
correct in determining that the proponent 
had sustained that burden. 


WILLs — Probate — Time to File 
Caveat Not Extended for Incom- 
petent or Committee 

United States—Court of Appeals 
District of Columbia Circuit 


Merchant v. Davies, No. 13425, decided April 
18, 1957. 


Will was probated in 1953. Two years 
later, testatrix’s son was found to be in- 
competent and appellant was appointed 
as committee. She immediately filed a 
caveat alleging that the son was incom- 
petent when the will was _ probated. 
Thereafter, she filed a motion for leave 
to amend the caveat, alleging that the 
son’s incompetence was then “known or 
should have been known by the propon- 
ents” of the will and that such incom- 
petence “was not brought to the atten- 
tion of the probate court.” 


Section 19-309 of the District of Col- 
umbia Code provides that after a will 
has been probated “any person in inter- 
est may file a caveat to said will and 
pray that the probate thereof may be 
revoked at any time within one year af- 
ter such decree.” The trial court denied 
the motion for leave to amend and dis- 
missed the caveat. 


HELD: Affirmed. The statutory limita- 
tion within which to file a caveat is un- 
qualified and contains no exception giv- 
ing an incompetent or his committee a 
longer time than a year. The son’s in- 
competency did not appear when the 
will was probated and the allegation in 
the proposed amendment that the son’s 
incompetency was known or should have 
been known by the proponents of the 
will does not establish that the propon- 
ents knew that the son was incompetent. 
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Louisiana Trust Committee 
Reports Progress 


Opportunities for expanding trust ser- 
vice in Louisiana are almost unlimited, 
Gordon L. Richey, chairman of the 
Trust Committee, Louisiana Bankers As- 
sociation, and trust officer of Rapides 
Bank & Trust Co., Alexandria, reported 
to the Association at its May meeting 
in Biloxi, Miss. High taxes, high income 
and greater dollar values of wealth re- 
sulting from inflation are making people 
more tax conscious. The industrial ex- 
pansion within the state and the growth 
of pension and profit sharing plans also 
foretell a greater role for trust services, 


Mr. Richey said. 


Constitutional and legislative restric- 
tions on opportunities for trust services 
were substantially reduced by amend- 
ment of the Constitution in 1952 and by 
other legislation. The committee has 
carefully considered additional legisla- 
tion as a remedy for remaining rough 
spots, and has referred a number of 


proposals to the Louisiana Law Institute 
for further study and drafting of ap. 
propriate legislation. Among these. for 
example, is a proposed revision in the 
Trusts Estates Law which now provides 
that the settlor of a trust may not be 
the trustee of a trust that he creates. The 
commitee feels this should be amended 
to make clear that it applies to individ. 
uals, but does not prohibit a bank and 
trust company from being trustee of a 
trust established for its own employees, 


Since the 1957 Mid-Continent Trust 
Conference will be held in New Orieans 
a proposal that Louisiana participate in 
the reactivation of the Southern Trust 
Conference was carried over for action 
by the 1958 Committee. 


A A A 


@ The tenth annual Short Trust Course 
sponsored jointly by the Connecticut 
Bankers Association and the State Bank. 
ing Department was held at — and with 
the collaboration of — the University of 
Connecticut, Storrs, on May 5-7. 
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and the giant punch board 


This is a nuclear reactor. And neu- 
trons from the tons of pure uranium 
metal inserted in these holes produce 
radioisotopes — the strange and won- 
derful prizes of the atomic age. 

While these man-made radioactive 
materials have been available for only 
a short time in commercial quantities, 
they have already found a wide range 
of uses—in industry, in agriculture 
and in medicine where radioisotopes 
have practically replaced radium in 
the treatment of cancer. 

Every day new uses are being found 
for uranium in nuclear power devel- 
opments. To meet these present and 
future needs, Anaconda has developed 
reserves of millions of tons of urani- 
um ore. These reserves, together with 
new ore processing methods pioneered 


by Anaconda at its Bluewater, New 
Mexico plant, have made Anaconda 
America’s leading producer of ura- 
nium concentrate. 


Other Anaconda products are also 
contributing to the expanding use of 
nuclear energy. Many are used in the 
actual production of radioisotopes, 
while lead—another metal produced 
in large quantity by Anaconda—is em- 
ployed as radiation shielding where- 
ever radioactive material is present. 


Anaconda’s role in nuclear energy 
is typical of the way in which its ex- 
tensive line of non-ferrous metals and 
metal products—the broadest combi- 
nation offered industry today—is con- 
tributing to America’s growth and 


progress. 57280A 
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The 
ANACONDA 


OToTaaler-lah/ 


The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 


international Smelting and 
Refining Company 








